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Which Shall It Be, 
Hydro or Steam Power? 


A political shibboleth which, in the opinion of the 
author, cannot bear the light of practical engineer- 


ing economics. 


Popular misconceptions and falla- 


cies in the minds of otherwise well-informed per- 
sons as to the comparative advantages of the rival 
methods of generating electric current. 


By GEORGE A. ORROK 


HE increasing demand for me- 

I chanical power in the United 
States from the time of our 
Colonial settlements to the present day 
has been continuous, while the influ- 
ences of this development on our civil- 
ization have been wide and far-reach- 
ing. Starting with the early grist 
mills and saw mills of the Atlantic 
seaboard, given added impetus by the 
inventions of Watt and Stevenson at 
the beginning of the Nineteenth Cen- 
tury which were brought to this coun- 
try by John Stevens and others, ac- 


celerated by Edison, Westinghouse, 
and the wonderful electric expansion 
which followed the central station de- 
velopment in the early ’80’s, the power 
industry has taken a leading place in 
our modern economic system. 

Thus has grown up the controversy 
between water-power and steam-power 
proponents which has been marked by 
so many popular misconceptions and 
fallacies in the minds of otherwise 
well-informed people. These miscon- 
ceptions exist not alone in the popular 
mind but are held by some of our 
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leaders of political and economic 
thought, and even by some technically 
trained engineers who have not been 
in close contact with the development 
and use of power. 

Such statements as the following 
are found in the public press, in re- 
views and magazines, in political 
speeches, and in the halls of Congress: 

Water power is a free gift from God. 

Power which nature has supplied us 
through the gift of God. 

What is the raw material of this mo- 
nopoly? It is the rivers and the brooks 
that flow from the mountains to the sea. 

Every rippling stream which trickles down 
the mountain side and flows through the 
meadows to the sea is capable of producing 
this unseen and little understood element 
which man has called electricity. 

But when we look into the matter 
we find that these statements are not 


facts. 


_ power is not free. Niaga- 
ra Falls, one of the cheapest 
of undeveloped hydraulic power sites, 
if developed today, would cost about 
$200 per kilowatt. Transmission to 
the market and losses would increase 
this cost to perhaps $300 per kilo- 
watt. 

Nature supplies the falling water 
but someone must pay the cost of 
harnessing the water, converting it in- 
to power and transmitting it to the 
market where it can be used. Very 
few “rippling streams” have enough 
water flowing or sufficient fall to war- 
rant the expenditure of the large 
amount of capital required to develop 
and deliver to the market such power 
as may be generated. In general, 
water power is a rather speculative 
investment, so much so that the in- 
vestor usually demands a higher rate 
of return than he would on a usual 
business investment. 


Water power is not abundant. All 
of the water in the United States falls 
from the clouds as rain. Of this rain 
a portion is evaporated and ascends 
to the clouds again. A large portion 
feeds vegetation and animal life, 
eventually reappearing after a time as 
water vapor or sewage. Only a small 
fraction reaches the sea to be reévap- 
orated again. 


r has been roughly estimated that if 
all of the available water powers 
of the United States were developed 
regardless of cost an output equivalent 
to 586,000,000,000 kilowatt hours 
would be produced which at the pres- 
ent average coal rate would require 
something under 400,000,000 tons of 
coal. The Geological Survey has es- 
timated on a somewhat different 
basis," 

28,500,000 kw. 90 per cent of the time 

224,000,000,000 kw. hr. 

49,000,000 kw. 50 per cent of the time 

197,000,000,000 kw. hr. 

In round numbers, this would be 
about 200,000,000,000 kilowatt hours, 
equivalent to 145,000,000 tons of coal. 
The present installation is not far 
from 9,000,000 kilowatts which, at 
the above ratio, should yield some- 
thing between 73,000,000,000 and 
40,000,000,000 kilowatt hours, while 
the actual yield has been roughly about 
33,000,000,000 kilowatt hours, about 
one half of what we should expect 
from the various estimates which have 
been made. 

The maximum displacement of coal 
by hydraulic power would thus be 
something like 20 to 30 per cent of 
our predepression coal use of about 
500,000,000 tons. As our coal sup- 
plies will probably last for consider- 


1 Statistical Abstracts of U. S. 1933. 
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ably more than 1,000 years, the con- 
servation argument does not seem to 
be pertinent. 

The power resources of the United 
States have been investigated and re- 
ported on continuously for many 
years by government authorities, the 
Geological Survey, the Worlds Power 
Conference Committee, the National 
Resources Board, and lately by the 
Federal Power Commission. 


V 7 have oil and natural gas sup- 
plies for perhaps 50 years, coal 


supplies for possibly 3,000 years, oil 
shales and peat for perhaps double 
that period; and hydraulic power, 
water power which will be available 
as long as the rain falls and our pres- 
ent geographic environment is un- 
changed. We can generate power 
from all of these sources but the only 
criterion of its economic value is the 
answer to the question: Can it be 
sold at a profit? The economic 
problem then becomes one of compar- 
ative costs of power production and 
distribution from both sources at the 
market where the power can be used. 

The development and use of steam 
power in this country in the last 120 
years has been phenomenal. The de- 
velopment of the internal combustion 
engine in the last 40 years has been 
even spectacular. Water power, 
which has been in use here for 300 
years, and which for 200 years was 


the sole source of power, has de- 
veloped much more slowly. It is only 
since the solving of the electrical 
transmission problem that water pow- 
er has been able to enter into the 
larger power distributions schemes. 
Previously, in fact up to the first large 
Niagara Falls development, industries 
had to locate at the waterfall, hence 
the development of such communities 
as Lowell, Holyoke, Cohoes, Oswego, 
and Niagara Falls. Now, with elec- 
tric transmission, power may be 
brought to the industries instead of 
the industries migrating to the power 
sources. At the present time our pow- 
er generation in central stations rep- 
resents about one third hydro and two 
thirds steam power. If the isolated 
plants and factory plants are added to 
the central station use the kilowatt 
hours generated by steam is around 80 
per cent leaving about 20 per cent for 
hydro generation. 


8 Boces earlier water-power plants 
were very cheap in construction 
cost. Three or four men with their 
axes, a rod of one inch round iron to 
burn pinholes, and a sawblade usually 
imported from Europe, would go into 
the woods and in a few weeks would 
build a sawmill on some little stream 
in the virgin forest. The dam and 
headgates would be made of hewn 
logs. Later, larger and heavier dams 
of cut stone masonry were required, 


e 


applying engineering judgment and executive ability in the 


q “WE may then inquire how well the Federal government is 


power projects now under way. We have already pointed 
out that Boulder dam should not be able to compete with 
steam plants in California. Several other projects 

have less to recommend them.” 
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while today the concrete constructions 
for the dams and head works cost 
millions and the simple wooden flutter 
wheel has been evolved into a cast 
steel runner 20 feet in diameter with 
a steel shaft 36 inches in diameter, 
the whole wheel and casing weighing 
many tons and requiring a year or 
more to construct. Costs have been 
increasing year by year. A small saw- 
mill in the Seventeenth Century might 
be built for $25 per horsepower, $50 
in the Eighteenth Century, $75 per 
horsepower in 1880 for a much larger 
power, while today costs vary between 
$100 and $500 per horsepower for the 
200,000 to 500,000 horsepower ag- 
gregations like Muscle Shoals and 
Bonneville. These water-power plants 
are not situated at the points where 
power is needed and much of the pow- 
er generated must be transmitted to 
a distance, 50 to 100 miles in the case 
of such eastern powers as Conowingo 
and Safe Harbor, 100 to 200 miles 
for Muscle Shoals and Niagara, and 
300 miles for such powers as Boulder 
dam, Grand Coulee, and other of the 
Pacific slope plants. 


RANSMISSION lines for high pow- 

ers and voltages are costly and 
rights of way in the East are costlier. 
These constructions vary from $40,- 
000 to $60,000 per mile for two 50,- 
000-kilowatt circuits. With substa- 
tions and transformers the cost varies 
between $5,000,000 and $10,000,000 
for 100 miles of line. It is usual to 
figure 1 mill per kilowatt hour per 100 
miles as the cost of transmission and 
this figure includes the losses in trans- 
mission. Hydro operation costs are 
cheap, usually under $5 per kilowatt 
year of installation, about $2.75 for 


the generating station and $2.25 for 
the transmission line. Fixed charges, 
interest, depreciation, insurance, tax- 
es, make up the larger portion of the 
costs of water power. Interest is al- 
ways the largest item and as the water- 
power business has always been specu- 
lative in character, the interest rate 
has reflected the element of chance in 
the business. Six to 8 per cent may 
be taken as the average in the past but 
even here many water powers have 
failed to earn their bond interest, have 
been put into a receivership, investors’ 
interest has been wiped out, and fixed 
charges reduced before a balance has 
been obtained. 

Depreciation is usually small, 2} to 
3 per cent, but obsolescence must be 
reckoned with and here no figure can 
be set. The Niagara record with four 
or five consecutive plants disused from 
obsolescence in twenty-five years is an 
example familiar to many. 


NSURANCE, a small item, must not 

be neglected. Short circuits, 
floods, accidents, and other troubles 
are guarded against in a small way by 
this charge, usually one-half per cent. 
Adding these figures and taking 
means, 


we get 12} per cent as the fixed 
charges on a water-power installa- 
tion. 

All power streams vary in flow. 
We have low water in the summer, 
ice in the winter, and floods in the 
spring and fall, also cloudbursts at un- 
expected times. The state and nation- 
al governments have been measuring 
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Cost of Sending Water Power to Market 


“N ATURE supplies the falling water but some- 
one must pay the cost of harnessing the 
water, converting it into power and transmitting 
it to the market where it can be used. Very few 
‘rippling streams’ have enough water flowing or 
sufficient fall to warrant the expenditure of the 
large amount of capital required to develop and 
deliver to the market such power as may be gen- 


erated.” 





the flow of rivers for many years and 
we know the low, mean, and flood 
flows with comparative accuracy al- 
though nature surprises us every once 
in a while with a new high or low rec- 
ord. These records show variations 
in flow between low and high water 
as 1 to 1.25 at Niagara Falls, 1 to 300 
for such rivers as the Susquehanna 
and Tennessee, while other more 
flashy streams run 1 to 900 or perhaps 
from zero to anything, that is they are 
dry in summer. Niagara has storage 
naturally provided by the four upper 
Great Lakes and its flow is more near- 
ly steady, while the Tennessee Valley 
Authority is building storage reser- 
voirs in the upper reaches which 
should more nearly regulate the flow 
of the Tennessee at an estimated cost 
of over $200,000,000. 


NE of the major problems of a 

hydro installation is the amount 
of generating machines to be installed. 
On a fully regulated stream this will 
be of course sufficient to use the mean 
flow of the river. On unregulated 
streams it may be with advantage 
much larger and usually advantage is 
taken of the fact that 2,000 hours of 


use will pay the extra fixed charges on 
a generating unit and an installation 
twice or two and one half times the 
mean flow is put in. But the mean 
flow varies from year to year just as 
the rainfall varies from the average 
by perhaps 30 per cent either side of 
the mean. So we have wet years and 
dry years and the available flow one 
year may be twice what it will be the 
next year, one of the main reasons for 
the speculative nature of water power. 

Let us take a known case where 
some storage is available and figure 
the cost of the hydro power. 


Installation 

Cost per kw. $180 

Fixed charges 124% 
Operating charges @ $5.00 


230,000 
$528,750 
$117, 


$646,250 


Wet Year Dry Year 
Water kw. hr. sold ... 97,000,000 43,000,000 
Cost per kw. hr. at end 
of transmission line .. 
In these years less than 3 per cent 
of flood water was wasted and the 
company had complete steam reserve 
so that their load was carried with 25,- 
000,000 kilowatt hours of steam gen- 
erated power in the wet year and 77,- 
000,000 kilowatt hours of steam in the 
dry year. 


.667 cents 1.50 cents 
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we there had been no steam reserve 
the company would have lost half 
of its business even though they had 
capacity in water wheels idle. If more 
water had been available the kilowatt 
hours generated could have been in- 
creased up to 206,000,000 kilowatt 
hours when all the machines would 
have been in use the whole 8,760 hours 
in the year. In the wet year the use 
was a little over 4,000 hours, whi.e in 
the dry year the use amounted to 
about 1,830 hours. For convenience 
we divide hours of use by 8,760 get- 
ting a fraction we call capacity or load 
factor, .46 for the wet year and .21 
for the dry year. 

Steam power depends on fuel, 
wood, coal, oil, or gas, and its cost to 
a large extent depends on the price 
and availability of the various kinds 
of fuel. While the fixed charge on 
hydro may amount to 80 to 90 per 
cent of the total cost with steam they 
rarely exceed 50 per cent of the total. 
While hydro machinery is of high ef- 
ficiency, of the order of 90 per cent 
and higher and few if any improve- 
ments may be expected, steam machine- 
ry is of a lower efficiency and major 
improvements may be expected at any 
time. Steam efficiencies must be low 
because 45 to 55 per cent of the heat 
of the fuel must be rejected at the low 
level (atmospheric temperature) into 
the condensing water and for this rea- 
son 600 to 1,200 tons of water must 
be provided for the steam plant for 
every ton of coal burned. 


om stations are therefore located 
near water since it is cheaper to 
transport fuel than the much larger 
amount of condensing water. Cool- 
ing towers can be used with a loss of 


20 to 30 per cent in efficiency and they 
have never been popular in this coun- 
try. The steam turbine itself is quite 
efficient, of the order of 70 to 85 per 
cent and is being constantly improved, 
while other heat media such as mer- 
cury vapor, diphenyloxide, and other 
chemicals are being tried to improve 
overall efficiencies. 

The cost of steam plants has been 
nearly constant for many years, and 
the average cost per kilowatt installed 
has been about $100 per kilowatt al- 
though stations have been built as low 
as $60 and some others have cost as 
high as $200. The business is not 
speculative since its power comes from 
fuel and not rain but spares must be 
provided in extra boilers and turbines 
if a high output is to be maintained. 
Records show an availability of over 
90 per cent for both boiler and turbine 
but it is usual to have 20 per cent re- 
serve installation. In my own com- 
parisons, I allow the same percentages 
for fixed charges on the cost of the 20 
per cent larger installation as fair, say 
124 per cent per year. It is nearly al- 
ways possible to locate the station 
within the distribution system or at 
the substation location of the hydro 
transmission line so no transmission 
losses are incurred. 


"  gecgginag costs of steam stations 
are so well known that we may 
say only the coal cost varies with the 
load factor or hours of use. Many of 
our good stations today produce a 
kilowatt hour at under one pound of 
good coal at good load factor and the 
following figures show the cost of 
steam power in a reasonably good in- 
stallation for various fuel prices. The 
Geological Survey reports the average 
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pounds of coal per kilowatt hour for 
all central stations each year. In the 
last available figures, 1933, the aver- 
age was 1.47 pounds, while prelimi- 
nary figures for 1934 give 1.45 pounds. 
These figures have been continuously 
decreasing since 1910 when the aver- 
age was 6.4 pounds per kilowatt hour. 
These figures show the great improve- 
ment in efficiency made by the steam 
prime movers in the last few years. 

For steam costs we must know the 
fuel price and load factor. For hydro 
costs we must know the prime cost per 
kilowatt of demand at the load center 
and the load factor. With these 
figures we can make a plot from 
which can be read the cost of elec- 
tricity, whether by steam or water at 
the load center, to which must be 
added the distribution costs plus taxes 
and profit to determine the price. It 
is therefore evident that no general 
statements can be made. It may, 
however, be said that where hydro 
construction costs are cheap and fuel 
is high the steam plant is at a disad- 
vantage and vice versa, where fuel is 
cheap and hydro and transmission 
construction costs are high the steam 
plant is indicated. 


oe dam is perhaps a good ex- 
ample. Here the government is 
building one of the largest hydro in- 
stallations in the United States. Aft- 


er certain portions of the cost are 
charged off to irrigation and naviga- 
tion the government has sold to the 
southern California communities the 
constant electric output at a rate a 
little over one mill per kilowatt hour. 
The 300 miles of transmission will be 
built by the communities adding about 
3 mills to the cost of hydro power at 
the point of use, a total of roughly 4 
mills. But fuel, oil and natural gas, 
is very cheap in Southern California 
selling between 5 cents and 15 cents 
per thousand cubic feet. Using this 
fuel steam power is being made in 
this locality for under 3 mills per kilo- 
watt hour, about three quarters of the 
hydro cost. Again in the Montreal 
district coal costs around $4 per ton, 
while Beauharnoir, a hydro station 
with the full flow of the Great Lakes 
behind it and a fairly cheap develop- 
ment, and the St. Maurice develop- 
ments also nearby can deliver power 
for less than 3 mills at a profit, while 
secondary power is sold for steam’ 
making in an electric boiler for less 
than one mill per unit. Plainly steam 
plants using fuel are not economical 
in this district. 

Thus each proposition is unique, to 
be considered by itself as to cost, lay- 
out, markets, water and fuel supply, 
rainfall, and storage, but when the 
costs are known it then becomes a 
question of how long the static condi- 


e 


in the last 120 years has been phenomenal. The develop- 


q “THE development and use of steam power in this country 


ment of the internal combustion engine in the last 40 years 
Water power, which has been 
in use here for 300 years, and which for 200 years was the 
sole source of power, has developed much more slowly.” 
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tion is to continue. Here the knowl- 
edge of the engineer, the genius of the 
executive, and the judgment of the 
financier must combine to determine 
the proper decision. 


W: may then inquire how well the 
Federal government is applying 
engineering judgment and executive 
ability in the power projects now un- 
der way. We have already pointed 
out that Boulder dam should not be 
able to compete with steam plants in 
California. Several other projects 
such as those on the Columbia river 
and the tidal power at Passamaquoddy 
bay have less to recommend them. 
Obviously we must then assume it 
is believed to be in the public interest 
to provide electric facilities even when 
part of the cost must be charged to re- 
lief, navigation, or irrigation. From 
this angle it might be well to build 
either steam or hydro plants, which- 
ever has the most economic justifica- 
tion as either project would provide 
relief, develop a backward communi- 
ty, and fulfil all other objects but navi- 
gation. But the economic project will 
waste less of the taxpayers’ money. 
Falling water was the sole source 
of mechanical power for many centu- 
ries and it is only since the beginning 
of the Nineteenth Century that me- 
chanical power generated from fuel 
has been common and useful. It is 


practically thirty-five years since the 
internal combustion engine has been 
made use of satisfactorily, while the 
central station itself is only a trifle 
over fifty years old. 


HE power of falling water has 
not changed for centuries. 
Steam power has been improving since 
the time of James Watt and probably 
will continue to improve since there is 
good reason to believe that there is, in 
being and in the future, many devices 
which will improve the economic per- 
formance of heat engines. The mer- 
cury turbine and other heat engine 
working fluids like diphenol oxide and 
aluminum bromide are yet in their in- 
fancy and each promises a large in- 
crease in efficiency from power ob- 
tained through the use of heat. 
Finally, we have an entirely new 
line of development which has been 
suggested to us by the discoveries of 
the electron and proton, the degrada- 
tion of the radium compounds, and 
even such sources of energy as the 
cosmic ray which comes to the earth 
through the absolute zero of outside 
space. It is idle to prophesy, but 
many scientists are claiming that these 
things will happen, the miracle is not 
too great and many changes in our 
power ideas may follow from some of 
the newer fundamental discoveries of 
our physicists. 





The Stepchildren of the New Deal 


—— to the U. S. Bureau of Foreign and Domestic Commerce, in 
1934, estimated income payments in the form of wages, salaries, and 
other income totaled $49,400,000,000 as compared with $44,400,000,000 


in 1933, a gain of 11 per cent. The report adds: 


“Each of the twelve 


major industrial groups with the single exception of the electric light 
and power and manufactured gas industry shared in the 1934 rise. 
—NationaL Income Srupies For 1934. 
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Checking Up on the Critics 
of Commission Regulation 


Few qualified to express an opinion on that subject 


Assuminc that the public is primarily interested in fair utility rates, the only 

scientific method of determining whether the rates represent the fair cost of the 

service is by investigation of the details of the business such as is provided for 

under the commission laws and such as commissions have successfully conducted 

for many years; and this applies to the rates of public as well as to those of 
private plants. 


By HENRY C. SPURR 


FEW years ago someone asserted 
that commission regulation of 
public utilities had failed and 

should therefore be given up. 

It would be interesting and en- 
lightening if the author of that state- 
ment and those who have repeated it 
could be put under cross-examination 
and checked up as to the source of 
their information and belief on the 
subject or their qualifications to give 
expert opinion on it. 

When an affidavit is made on in- 
formation and belief, the law requires 
the source of that information and 
belief to be stated. Otherwise the 
affidavit would be worthless. It might 
not be much good anyway; but with- 
out the disclosure as to “source” the 
document would quickly go into the 
waste basket. 

Saying that commission regulation 


has failed is not stating a fact; it is 
merely expressing an opinion. Such 
an opinion is valueless unless given by 
one qualified to speak as an expert on 
commission regulation; and, as in the 
case of an affidavit, no credence should 
be given to a lay opinion or conclu- 
sion that commission regulation has 
failed in the absence of a disclosure 
of the facts upon which that opinion 
is based. 

The opinion that commission regu- 
lation has failed is an opinion on a 
subject of great importance to the 
public. Obviously the person express- 
ing that opinion may be right or he 
may be wrong. The opinion should, 
therefore, be carefully tested before 
acceptance. The first step in the 
checking up process should be an in- 
quiry as to the critic’s qualifications 
to speak as an expert. 
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HO is the critic? How much 

does he really know about what 
the commissions have done and are 
doing? If he does not know the full 
extent of commission activity, the 
nature and number of commission 
orders and decisions, what the com- 
missions are doing besides deciding 
rate cases in the way of standardizing 
accounting, establishment of standards 
of service, the approval or rejection 
of security issues, the elimination of 
discrimination and wasteful duplica- 
tion of facilities, not to mention the 
satisfaction of innumerable customer 
complaints without the necessity of 
litigation, and the encouragement of 
the flow of capital into the utility field 
with the assurance that it will receive 
fair treatment, he is not fitted to speak 
as an expert. 

Very few persons, in fact, know 
enough about commission regulation 
of utilities to enable them to say 
whether regulation has either failed 
or succeeded. Lacking the qualifica- 
tions to speak as an expert, the critic’s 
statement should be received with cau- 
tion. 

What is his bias, if any? What is 
the basis of his opinions that commis- 
sion regulation has failed? Does he 
give any particulars? 

For example, is the critic a govern- 
ment ownership fan? Is he an out- 
and-out socialist or communist? If 
one or the other, his opinion that com- 
mission regulation has failed must be 
received with several grains of salt. 

Is the critic a disappointed litigant? 
If so, his opinion may fairly be dis- 
counted. 

Is the critic an economist who be- 
lieves regulation has failed because 
the courts have refused to adopt his 


favorite theory of rate making? If 
so, he is merely begging the question, 
and his opinion must likewise be re- 
ceived with reservation. 


8 aes the critic believe that commis- 
sion regulation has failed be- 
cause the courts will not permit the 
property of the stockholders to be con- 
fiscated, or, in other words, taken 
away from them without payment and 
distributed among company custom- 
ers? If so, his opinion will not be 
worthy of serious consideration. One 
might as well say that government it- 
self has failed because it penalizes 
robbery. 

Does the critic think that regulation 
has failed because he believes commis- 
sions are controlled by the utilities 
and that the commissioners are too 
incompetent or too dishonest to pro- 
tect the public interest? Or does he 
believe commission regulation has 
failed because he thinks the ratepay- 
ers have no chance against the high- 
priced legal talent of the utilities? If 
so, the opinion should have little 
weight. It is presumptively absurd; 
and if this presumption were not 
enough to dispose of it, the opinion 
could easily be shown to be unsup- 
ported by the facts. 

Even on the incredible assumption 
that the utilities are always wrong and 
the ratepayers always right so that any 
commission decision favorable to the 
utilities would be evidence of control 
of the public service commissions by 
the utility companies, the decisions 
would have to be against the ratepay- 
ers to show that control. But the 
fact is that the great majority of com- 
mission decisions have been against 
the contentions of the utilities and im 
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favor of the ratepayers. How could 
this be so if the utilities dominate the 
commissions ? 


- as the critics say, the utilities rule 
the commissions and the ratepay- 
ers have no chance against the high- 

priced legal talent of the utility com- 
panies, why, it might be asked, has it 
ever been necessary for the utilities to 
appeal to the courts from commission 
decisions? One of the complaints 
against the utilities is that they take 
too many-cases into the courts. Why 
should this be necessary if utility cus- 
tomers have no chance before the com- 
missions against costly utility legal 
talent? 

If the ratepayers have no chance be- 
fore the courts because they cannot 
afford to pay for the services of high- 
priced lawyers, one would infer that 
the utilities were always successful in 
the courts. This criticism is, there- 
fore, disposed of by the fact that the 
ratepayers have been just as success- 
ful before the courts as the utilities. 

Does the critic believe that commis- 
sion regulation has failed because 
there have been a few long drawn- 
out rate cases? That opinion would 
not stand analysis. One might as well 
say that all business is a failure be- 
cause business men are occasionally 
involved in expensive litigation. Liti- 
gated cases comprise only a compara- 
tively small portion of commission 
work, just as they make up but a 


“Very few persons 


small part of general business activity. 

And, by the way, what do the 
critics mean when they say regulation 
has failed? Only one thing: that 
rates have not been reduced as much 
as the critics think they should have 
been. No one asserts that the service 
of the private utility companies under 
commission regulation has not been 
good. Everyone admits that the serv- 
ice has been outstanding; that there 
has been no failure in that respect. 
Nobody claims that commissions, 
where given power, have not adequate- 
ly regulated security issues. All criti- 
cism bears directly or indirectly on 
the rate question. It is rates the 
critics are thinking about. The poli- 
ticians, certainly, consider nothing 
else. 


S° the extent of the failure of com- 
mission regulation, in the opinion 
of the critics, seems to be medsured 
by what the commissions have done in 
the way of reducing rates without re- « 
gard to the question whether the rates 
fixed afford a reasonable compensation 
to the companies for their service. 

The assumption of the critics ap- 
pears to be that rates should never be 
raised; that they should always be 
lowered—even cut in two—and that 
if the commissions do not always ful- 
ly agree with the critics, it is conclu- 
sive evidence of the failure of com- 
mission regulation. 

Well, then, let us assume that the 


e 


know enough about commis- 


q sion regulation of utilities to enable them to say whether 

regulation has either failed or succeeded. Lacking the 
qualifications to speak as an expert, the critic’s statement 
should be received with caution.” 
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establishment of fair rates is what the 
public is primarily interested in and 
that service standards, uniform ac- 
counting, soundness of security issues, 
the elimination of discrimination and 
wasteful duplication of facilities, the 
satisfaction of complaints without 
litigation, and all other activities of 
the commissions are merely incidental 
and of minor importance. Even so, 
how are the people to know whether 
the rates are fair, except by an in- 
vestigation of company business such 
as is provided for by commission 
laws? 

Consider what is meant by a reason- 
able rate. In the utility business it 
does not imply, as it does in other 
lines of business, value received for 
money paid. If it did, electric rates 
which have for some time been the 
target of political attacks could scarce- 
ly be said to have been too high. The 
service has always been worth much 
more than the users have had to pay 
for it. 


H® Ford’s business grew to 
great proportions because he 
gave good value for the money re- 
ceived for his car; and the electric in- 
dustry has grown to enormous pro- 
portions for the very same reason. 
Measured by the value of the service, 
electric rates are as cheap compara- 
tively as Ford cars. 

Reasonableness of rates in the util- 
ity field, however, as everybody 
knows, is not measured by the value 
of the service but by the cost of the 
service. Tested by that standard 
rates must at least cover the cost of 
labor employed by the companies and 
all other operating expenses; and the 
business would not exist very long un- 


less compensation were paid to the 
stockholders for the use of the cap- 
ital they risk in the business. It is 
usually conceded—except by those 
who think capital should be donated 
or taken by taxation—that a fair com- 
pensation should be paid for the use 
of money invested. 

If it is agreed that the owners—as 
well as labor—should receive a rea- 
sonable reward for their contribution 
to the public service and that the rea- 
sonable cost of the service is the fair 
measure of reasonable rates, how can 
we ever know whether the rates of a 
particular utility company are reason- 
able or unreasonable unless a full in- 
vestigation of its business is made? 
How can the people know how much 
money a company is receiving and 
paying out without an examination of 
its books and vouchers? That is 
what the regulatory commission laws 
provide for. The facts can be ascer- 
tained in no other way. 


Sts is a great deal of loose talk 
by our political leaders about ex- 
orbitant utility rates; but how many 
persons are familiar enough with the 
actual condition of any utility com- 
pany’s business to express a reliable 
opinion one way or the other on the 
subject? It would be easy enough to 
say that measured by cost of produc- 
tion the prices of motor cars, radios, 
pork and beans, hair brushes, or shoe 
strings are too high. Maybe they are, 
but how would anybody know in the 
absence of a thorough investigation 
of the details of the business? 

A few months ago a prominent 
magazine ' made a survey to determine 
public opinion as to the reasonable- 


1 Fortune, May, 1935. 
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CHECKING UP ON THE CRITICS OF COMMISSION REGULATION 








Keep Politics Out of Commission Regulation 


a Pres regulation while by no means above criticism 
is nevertheless the only scientific and effective method of 
securing efficient utility service at low actual cost to the public; 


and by and large it has been a marked success. 


But commission 


regulation will continue to be a success only so long as the politi- 


cians are kept from meddling with it. 


If politicians themselves 


get on the commissions, all confidence in commission regulation 
will be lost.” 





ness of the cost of utility service and 
government service. Three questions 
were asked. 

1. Do you regard your monthly 
electric bill as high, low, or reason- 
able ? 

2. Do you regard your monthly 
telephone bill as high, low, or rea- 
sonable ? 

3. Do you regard your yearly tax 
bill as high, low, or reasonable? 


Over 53 per cent of those answer- 
ing regarded their electric bills as rea- 
sonable. Over 55 per cent regarded 
their telephone bills as reasonable, 
and only 41 per cent regarded their 
tax bill as reasonable. 

Over 40 per cent regarded their 
electric bills as high. Over 39 per 
cent considered telephone bills high, 
and over 49 per cent expressed the 
opinion that their tax bills were high. 
Less than 2 per cent of the persons 
answering the inquiry considered any 
of the bills as low. 


ype oa enough, in view of the 
popular cocksuredness about the 
reasonableness of rates, less than 4 per 
cent of the persons answering replied, 
“Don’t know” to the question wheth- - 
er their utility bills were high, low, or 
reasonable; and less than 8 per cent 
made the same answer to the question 
whether they regarded their tax bills 
high, low, or reasonable. 

The inquiry was made, of course, 
to determine the state of public opin- 
ion as to the reasonableness of the 
rates charged for government service 
and certain utility service. For that 
purpose it was well enough to find 
out what the people in general think 
about it. But the most sensible an- 
swers of all were those given by the 
small percentage of persons who said 
they didn’t know whether the rates 
were high, low, or reasonable. 

How could the average person 
know? Has he made an investiga- 
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tion of the company’s business? If 
not, he is incompetent to express an 
opinion of any value on the subject; 
and if he has made no investigation, 
or if his opinion is not based on a 
thorough investigation by some com- 
petent authority such as a public serv- 
ice commission, his opinion that rates 
are too high is not worth the breath 
it takes to give it. The same thing 
would be true about the reasonable- 
ness of taxes. 

Manifestly, if we cannot know 
whether utility rates are reasonable or 
not except by an investigation of the 
business, and we are not in position to 
make that investigation ourselves, 
what better way is there to find out 
except through such a government 
agency as a public service commission? 
If the people cannot trust their public 
officials to ascertain the facts about 
any utility company’s business, just 
how much trust can be placed in pub- 
lic officials for any other purpose? 

And if public service commissions, 
which not only have the power to in- 
vestigate the details of a public util- 
ity company’s business for the pur- 
pose of determining the reasonable- 
ness of its rates but also the power to 
fix reasonable rates and require them 
to be put in force, cannot be trusted 
to do either, what confidence is there 
that public officials could be trusted to 
substitute any other method of utility 
rate control for commission regula- 
tion with any hope of success? 


HAT are the alternatives to reg- 
ulation of the rates of private 
companies by state or Federal com- 
missions? 
We might have maximum rate laws 
enacted by legislatures or rates fixed 


by franchise contracts between the 
companies and local authorities or we 
might allow the rate question to be 
settled by the free play of competition 
between private companies. These 
expedients have all been tried and 
deemed wanting. Competition between 
private companies has been found an 
especially unsatisfactory method of 
rate control. It has proven to be 
wasteful and in the long run costly to 
users of the service. What is now 
proposed by the critics of rate regula- 
tion by competition is: 

1. Competition between the gov- 
ernment and private companies. This 
would be just as wasteful and costly 
as competition between private com- 
panies and very unfair for reasons 
which need not be gone into here. 

2. Socialization of the business,— 
ownership and operation by the gov- 
ernment alone—the assumption being 
that the government can serve at low- 
er rates than can the private companies 
under regulation, because the govern- 
ment operating as a utility is un- 
hampered by any question of com- 
pensation to stockholders or confisca- 
tion of their property. 

But, assuming that the government 
took over the utility business lock, 
stock, and barrel, and that there were 
no longer any private companies or 
regulatory commissions, how would 
the people ever find out whether the 
rates charged by the government 
plants were reasonable or unreason- 
able, measured by the cost of the serv- 
ice? 


_o- political leaders often 
point with pride to what seem 
to be low rates of a few government 
utility plants; but, in the absence of a 
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careful investigation of all of the facts 
in relation to the business of these 
plants, how do they know whether the 
rates represent the full cost of the 
service? 

What the people ought to know 
when the government goes into any 
kind of business is the real and not the 
apparent cost of the service. Take, 
for example, free inland waterways. 
Assume that the railroad rates for 
carrying a ton of freight from Buffalo 
to New York by way of the Barge 
canal were $1.50 and that the rates 
for shipment by boat were only $1. 
This would not mean that the real 
cost of transportation by canal would 
be only $1 a ton. If the canal were 
built and maintained at the expense 
of the taxpayers as a donation or 
subsidy to shippers, this expense to 
the taxpayers would be as much a 


part of the cost of the transportation 
as the charge made by the boat owner 


to the shipper. While the cost to the 
shipper might be as low as $1 a ton, 
the cost to the taxpayer might be as 
high as $3 a ton, so that the real cost 
of transportation by the waterway in 
the assumed case would be # a ton, 
as compared with $1.50 a ton by rail. 

Rates charged by government util- 
ity plants might likewise not show the 
real cost of the service. There might 


be concealed subsidies and unfair dis- 
crimination for political or other pur- 
poses. TVA rates, for example, may 
be decidedly unfair because not rep- 
resenting the actual cost of the serv- 
ice. Congress has, in fact, not only 
sanctioned departure from the cost 
basis, by rejecting a proposal forbid- 
ding the cutting of rates below cost, 
but in addition, has exempted TVA 
operation from audit by the comptrol- 
ler general. Under these circum- 
stances, how can the people tell wheth- 
er TVA rates are and will be fair or 
unfair? And, speaking of “yard- 
sticks,” what assurance have they that 
TVA will be a fair “yardstick?” 


Gineeene anybody felt that the rates 
of a government plant were unfair, 
what could he do about about it? As- 
sume that the government, having 
driven the private utilities out.of the 
field by cutting rates below cost, 
should at any time decide to raise 
rates in order to provide revenue not 
only to cover the cost of the service, 
but also for general purposes, what 
could the customers of the plant do? 
Under commission regulation, if the 
customers of private utility plants are 
dissatisfied with the rates, service, or 
anything else, they may appeal to the 
commission for relief and get it if the 


e 


a“ if public service commissions, which not only 
. have the power to investigate the details of a public utility 
company’s business for the purpose of determining the 
reasonableness of its rates but also the power to fix reason- 
able rates and require them to be put in force, cannot be 
trusted to do either, what confidence is there that public 
officials could be trusted to substitute any other method of 
utility rate control for commission regulation with any 


hope of success?” 
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commission finds their complaint is 
justified. But what could the cus- 
tomers of the government plants do 
under like circumstances if there were 
no regulatory tribunal to which they 
could appeal ? 

Under commission regulation of 
public utilities we have the only sci- 
entific method possible of ascertain- 
ing whether the rates charged are rea- 
sonable or not based on the cost of 
the service. In addition to that we 
have a quick means of preventing 
exorbitant rates. Under government 
ownership—the supposed substitute 
for commission regulation—our trust 
would have to be in the officials run- 
ning the undertaking. 

If people in general were familiar 
with the work of the regulatory com- 
missions, very few, aside from the 
advocates of government ownership, 
would say that the public has not been 
adequately protected by the commis- 
sions, or would want to substitute for 
this ample safeguard the uncertainties 
of government ownership and opera- 
tion, as a means of securing low 
priced, nondiscriminatory, and effi- 
cient utility service. 


_ that utility rates should 
be based on the cost of the serv- 
ice rather than on the value of the 
service to consumers, commission reg- 
ulation is the most satisfactory of all 
of the methods ever tried for the pro- 
tection of the public against unfair 
charges and unfair practices on the 


part of utility companies. In has also 
afforded company stockholders some 
assurance of protection against un- 
reasonable demands of the public for 
rate reductions. But certainly the 
public has no ground for complaint 
that the commissions have not ex- 
erted themselves to force rates to the 
lowest point permissible under the law 
of the land. 

The record of rate reductions 
brought about through commission 
action in the last few years has run 
into a saving of many millions of dol- 
lars to the ratepayers. If this were 
the sole standard by which the success 
of commission regulation were to be 
judged, the record would be highly 
creditable. But setting these savings 
out in detail, as has been done many 
times in the ForTNIGHTLY, would 
be telling only part of the story. The 
commissions have also made a very 
impressive record, outside of their 
rate activities, in the control of al- 
most every phase of the utility busi- 
ness in the interest of the public. 

Commission regulation while by no 
means above criticism is nevertheless 
the only scientific and effective method 
of securing efficient utility service at 
low actual cost to the public; and by 
and large it has been a marked success. 
But commission regulation will con- 
tinue to be a success only so long as 
the politicians are kept from meddling 
with it. If politicians themselves get 
on the commissions, all confidence in 
commission regulation will be lost. 





companies at an honest appraisal—not an appraisal of watered stock— 


¢ “THE government at all times has been willing to take over the power 


and eventually that is what will happen. I have predicted it for twenty 
years and the country has seen most of my predictions come true.” 
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—GeorcE Norris, 
U. S. Senator from Nebraska. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Froretto H. La GuarpIA 
Mayor of New York City. 


Joun E. RANKIN 
U. S. Representative from 
Mississip pi. 


B. W. Kerr 
National Electrical Manufacturers 
Association. 


P. S. ARKWRIGHT 
President, Georgia Power 
Company. 


R. E. KIntTNER 
Financial Columnist, New York 
Herald Tribune. 


GerHarp M. DaHL 
Chairman of the Board, Brooklyn 
& Queens Transit Company. 


Heywoop Broun 
Newspaper Writer. 


Etwoop MEap 
United States Commissioner 
of Reclamation. 


Georce J. LEAHY 
Chairman, National Job Saving and 
Investment Protection Bureau 
for the Coal Industry. 


Wuuiam E. Rinc 
Washington Newspaper Reporter. 


—MOonNTAIGNE 
“Trolleys are as dead as sail ships.” 


¥ 
“The President and I are pretty close together on the 


* power question.” 


¥ 


“We have the best salesman in the United States sell- 
ing electricity—the President.” 


¥ 


“Security obtained through government is always at 
the sacrifice of personal liberty.” 


> 


“Mr. Ross (new appointee to the Federal Securities 
and Exchange Commission) has been an engineer all 
his life.” 

e 


“The trolley car provides, per square foot of street 
space occupied, a more efficient service than can be 
provided by bus.” 

¥ 


“The House of Representatives has decided that as 
far as it is concerned government is to be by fan mail, 
and fake fan mail at that.” 


* 


“There is no doubt but that the best result can be had 
by the government buying the land, planning everything, 
subdividing, and fixing the terms on which it is to 
be sold.” 

¥ 


“The Passamaquoddy project is a very good example 
of a ‘political toddy,’ easy to take for the people in that 
immediate vicinity, but a bitter drink for the taxpayers 
of America.” 

* 

“What the Senate lobby committee should have in- 

vestigated and revealed in the interest of the common 


people is the exact recipe for those irresistible Public 
Utility Cocktails.” 


487 























The Interest of Labor 
in Public Utility Controversies 


Much has been said about the rights of customers to 
low rates and the rights of stockholders to a square 
deal, but what about the rights of the forgotten em- 
ployees of the utility companies? The author discusses 
that important phase of the utility question. 


By RICHARD A. DICKSON 


ABOR seems to be the real for- 
[‘ gotten man in the public utility 
controversy now raging be- 
tween the Federal government and the 
privately operated utilities, particular- 
ly the electric power industry. When 
you stop to consider how much has 
been said about the rights of utility 
consumers to a new deal in the form 
of lower rates; about the rights of 
utility security holders to a square 
deal on their investments, and about 
the rights of Federal and municipal 
governments to go in for competitive 
“yardstick” utility operations, it is 
surprising that virtually nothing has 
been said about the rights of over one 
million employees of the various util- 
ities, other than railroads, now operat- 
ing in the United States. 

What is the reason for this reti- 
cence? In nearly every other field of 
industrial control with which the Fed- 
eral government has been concerned 


through the NRA codes, labor prob- 
lems dominate the discussion. In the 
utility field, both the electric and gas 
industries continue to function nom- 
inally under the President’s original 
reémployment agreement. NRA offi- 
cials during General Johnson’s régime 
made tentative plans for both gas and 
electric codes. However, after sharp 
warning by several commissions that 
local state regulation would brook no 
dictation from Washington on utility 
operating costs, NRA officials lost 
their enthusiasm. These “tentative 
codes” have been hanging fire ever 
since and are dead and buried for 
practical purposes. 


HIs leaves utility labor just about 
where it was in the beginning, as 
far as the New Deal administration is 
concerned. Other branches of the 
Federal government which have of- 
fered opposition to the utilities don’t 
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seem to care a continental about labor. 
They talk of cutting utility rates, of 
squeezing water out of utility invest- 
ments, of eliminating or taxing utility 
holding companies. Yet the fact re- 
mains that if utility companies do 
yield, or are forced to submit, to all 
these reforms, there may be a stronger 
temptation than ever to take at least 
a portion of the reform costs out of 
the employees’ payrolls. This is un- 
fair and there should be somé protec- 
tion against it. Labor must not be 
made to pay for the cheaper rates, 
or sounder capital structures, or other 
reforms for the benefit of the rate- 
payers and investors. 

Yet to whom can utility labor turn 
for help? Expressly deprived of code 
protection that was freely given to tex- 
tiles, motors, and every other indus- 
try, utility labor cannot even turn to 
the state commissions who are the 
chief regulators of the operating util- 
ity industries. Just why state com- 
mission regulatory laws should be 
drafted so as expressly to exclude pro- 
tection to labor is unexplainable. But 
it is so. 


oo commissions protect consum- 
ers from extortionate rates; they 
protect utilities from confiscatory de- 
mands and unwarranted competition. 
Some of them protect security buyers 
from the results of their own bad 


judgment and gullibility. It looks as 
if our state legislatures went out of 
their way to see how many factions 
could be protected by utility regula- 
tion—except human labor! Take for 
example the action of the New York 
commission in refusing to take juris- 
diction over a complaint by certain 
employees against unfair labor policies 


of a New York utility. The commis- 
sion stated (P.U.R.1933C, 114): 


The commission has no jurisdiction over 
the labor policies of the Brooklyn Edison 
Company or of any other utility, unless and 
until it be shown that such policies and 
practices directly affect the service ie 4 
furnished or the rates being charged, 
other words, that service and rates being 
complained against, the commission has ju- 
risdiction and it is its duty to investigate as 
to those particular allegations. 


And so, it would appear, labor’s de- 
mands must coincide with the claims 
of ratepayers before the state commis- 
sion would take jurisdiction. This 
may be, and probably is, a correct 
statement of the New York law as far 
as the commission is concerned, but it 
certainly leaves labor out in the cold. 


B” suppose the rights of labor and 
the claims of ratepayers conflict, 
what happens? In that case state 
commission regulation just sacrifices 
labor on the altar of cheap rates. 
That very thing happened in Re Broad 
River Power Co. (P.U.R.1933C, 
351), wherein the South Carolina 
commission actually required an elec- 
tric utility to lower its level of wages 
(so far as they were chargeable to 
operating expenses) in order to per- 
mit rate reductions. The commis- 
sion’s opinion stated : 


In this connection it further appears that 
during the past two years, notwithstanding 
the fact that salaries generally have been 
reduced, the Broad River Power Company 
has not made any reductions whatsoever in 
its scale of salaries or wages except dur- 
ing the past few month that about 
the time of the commencement of this hear- 
ing, in the year 1932, at which time a small 
reduction in the salaries of some of its 
employees was made. The record indicates 
that this unreasonably high scale of wages 
and salaries has been maintained by the 
company for the purpose of inducing its em- 
ployees to purchase Associated System 
stocks and securities. Indeed, the record 
discloses that the company charges as a 
part of its operating expenses contributions 
made by it toward the by its em- 
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Voice of Labor in Utility Management 


“ee labor has in the past time and again demonstrated 

its devotion to the responsibility of public service, and if 

given a voice, through an organized independent unit, in the affairs 

and decisions of management, it is prepared to assume even a 
greater share of that responsibility.” 





ployees of Associated Gas and Electric Sys- 
tem securities. This practice the commis- 
sion believes and finds is prejudicial and 
injurious both to the ratepayers and the 
employees of the Broad River Power Com- 


pany. 

Wt that opinion shows pretty 

clearly what labor can expect 
from commission regulation. The 
answer is nothing. This may not be 
the fault of the commissions. It may 
be the result of the statutes under 
which they operate, but whatever the 
explanation is, utility labor is still 
the stepchild of regulation. With no 
help from Washington and no help in 
the state capitals, utility labor finds 
itself bobbing up and down on the 
troubled seas of the utility controversy 
at the mercy of all the warring ele- 
ments and befriended by none. 

Just why neither the utilities nor 
their critics have seen fit to make an 
ally of labor is difficult to understand. 
Independently organized labor could 
be a powerful force on either side of 
the government ownership contro- 
versy, for example, if either side took 
the trouble to cultivate it. At present 


it is just about impossible to decide 
what is the predominating view of 
utility labor on that important issue. 
There is probably a great deal of sen- 
timent on both sides of the question. 
A few weeks ago, an electric company 
union in Providence, R. I., went on 
record as being unalterably opposed to 
government ownership of utilities. 
Yet the weekly journal Labor pub- 
lished in Washington seems to favor 
public ownership at every opportunity. 
Nobody has ever polled utility labor. 
It is certain, however, that if either 
the utility industry or the public own- 
ership group made a studied effort 
to win support of utility labor, it could 
be done so easily and without great 
cost. Utility labor wants what every 
other kind of labor group wants—fair 
working conditions and wages, rights 
of collective bargaining, with some de- 
gree of industrial stability. 


ue ownership advocates might 
win labor’s support by definite 
commitments to secure all these labor 
advantages and by showing clear-cut 
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reasons why jobs would be more se- 
cure under economically feasible pub- 
lic ownership. However, labor is not 
as gullible nor as radical as some busi- 
ness men seem to think. Intelligent 
labor leaders realize that an uneco- 
nomic set-up means insecure employ- 
ment whether it is operated by the 
government or by private interest. 

Labor, therefore, will not be won 
over to every fly-by-night pipe dream 
that public ownership advocates may 
sponsor. Changing from the privately 
operated utility employment to em- 
ployment on poorly conceived publicly 
operated projects would be as foolish 
as the dog with the bone grabbing at 
the reflection of another bone in the 
water. But while utility labor is like- 
ly to retain a very wholesome bird-in- 
hand attitude on the impractical pro- 
visions of utility socialism, it must be 
admitted that the private industry has 
not at all times been so astute in pro- 
viding secure employment on econom- 
ically well-conceived projects. To this 
may be added the admitted fact that 
many publicly operated power proj- 
ects have proven themselves success- 
ful, not only as public service opera- 
tions, but as means of providing se- 
cure employment to labor under the 
fairest of working conditions. Spe- 
cific instances of this may be found 
in the record of the municipal power 
plants of Seattle, Wash., and Los An- 
geles, Calif. 


ly the private utility industry would 
win organized labor to its unflinch- 
ing support, it must help labor organ- 
ize. No compromise with this funda- 
mental issue can have any other effect 
than to make labor distrustful. Union 
organization is particularly important 


to the labor in the utility field, because 
it is at present so wide open. The 
illustration accompanying this article 
(Fig. 1) exemplifies the existing un- 
organized state of public utility labor. 
Compare it with the illustration (Fig. 
2) dealing with railroad labor organ- 
izations and one can readily perceive 
what really can be done in the way 
of organizing an industry of a some- 
what similar nature. 

Why is the public utility field so 
wide open from the organized labor 
union viewpoint? The National In- 
dustrial Conference Board tells us that 
worker psychology has been less fa- 
vorable to unionization of public utili- 
ties than in manufacturing industries 
generally. The reasons given are: 
(1) relative stability of employment 
(public utility service being an essen- 
tial service, lay-offs are less than in 
manufacturing industries) ; (2) fixed 
minimum labor requirements’ in public 
utilities are larger than in most manu- 
facturing industries (thereby cutting 
down labor turnover with resulting re- 
sentment among the working classes). 


HE reasons for the poor headway 
for organized labor in the utility 
field are not entirely psychological, 
however. There is the difficulty of 
approaching and “converting” utility 
employees because of the very nature 
of utility work. Working forces in 
manufacturing plants are usually com- 
pact groups which lend themselves 
to mass organization. Public utility 
properties are generally widely scat- 
tered and the “skeleton detail” type of 
working force in any one locality 
makes more difficult the contact of 
the union organizers. 
It must also be said of the men 
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and women who are working for pub- 
lic utility companies that their inher- 
ent sense of loyalty and responsibility 
has been a deterrent factor to their 
affiliation with organized labor units. 
Because their companies have failed 
to endorse and approve of organized 
labor units, employees have in some 
cases looked upon these unions with 
suspicion. This is not as it should be. 
Since the enactment of § 7a of the 
recovery act prohibiting employer op- 
position to union membership, utility 
unionization activity has made great 
headway. Sooner or later, of course, 
utility labor will be independently or- 
’ ganized. It is up to the utility man- 
agement to take the long-range view 
that this inevitable development will 
come to pass with the management’s 
consent and codperation if possible, 
but certainly without it if necessary. 
This gives the management of public 
utility companies an opportunity of 
making a virtue of what would other- 
wise be an ultimate necessity. They 


INDIVIDUAL 
DEALING 


e 


can cement the cordial relations with 
their utility employees by taking the 
initiative in installing organized labor 
units in their plants. This in turn 
would surely have the effect of giving 
other branches of organized labor, 
which are presently critical if not 
openly hostile to private utility man- 
agement, much cause for considera- 
tion. 


| rent organized labor on its side 
can do much to generate public 
opinion in support of private utility 
management, just as it helped the pri- 
vate railroad companies to regain their 
properties from government operation 
after the brief experience of govern- 
ment ownership of railroads which 
this country had during the World 
War. There is many a Congressman 
and Senator at Washington who 
would listen attentively to the voice of 
organized labor, but who has grown 
into the habit of turning a deaf ear 
to anything private utility manage- 
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ment may have to say in its own de- 
fense. 

Public utility labor unions need not 
be militant affairs. In fact by nature 
they should be intelligent organiza- 
tions, able and willing to codperate 
with managerial problems at all times. 
Because of the technical character of 
their work, public utility companies 
reqiire and have attracted a high 
grade of labor. Obviously this class 
of workers is not likely to be attracted 
by the racketeering or communistic 
tactics that have tempted some labor 
units in spite of the best efforts of 
the American Federation of Labor. 


HE first step that private utility 

management must take if it 
would make peace with and enjoy the 
benefits of a rapprochement with or- 
ganized labor is to get rid of the com- 
pany unions. The public utility in- 
dustry is under suspicion of being a 
veritable hotbed for company unions. 
There is no justification from the 
viewpoint of labor in the fact that 
utility company unions appear, in 
many cases, sincere in a general effort 
to benefit their worker members. 
Company unions, however fair in ac- 
tual practice, are a menace in the eyes 
of organized labor because of the pos- 
sibilities that they possess for abusing 
the workers. Probably the most diffi- 
cult and dangerous exponents of the 


old system of negro slavery were those 
“kind-hearted marsters who took good 
care of their niggers.” It is the sys- 
tem rather than the practice that or- 
ganized labor opposes and will con- 
tinue to oppose until the company 
union is extinct. 

If, therefore, private utility man- 
agement will take the initiative in en- 
couraging the installation of independ- 
ent organized labor unions, they will 
certainly stand to gain the unfailing 
support and loyalty of their own em- 
ployees and, to a great extent, of or- 
ganized labor as a whole. Needless to 
say, private utility management is in 
great need of this kind of support and 
any other kind of support in their 
present position of political adversity. 
Once this step has been taken private 
utility management could also insist 
that labor accept part of the respon- 
sibility of the public service. Utility 
labor has in the past time and again 
demonstrated its devotion to the re- 
sponsibility of public service, and if 
given a voice, through an organized 
independent unit, in the affairs and 
decisions of management, it is pre- 
pared to assume even a greater share 
of that responsibility. 


oe. cost of unionizing the utility 
industries would be less perhaps 
than in any other field of industry. 
First of all because wages of utility 


e 


rates; they protect utilities from confiscatory demands and 


q “STATE commissions protect consumers from extortionate 


unwarranted competition. 


Some of them protect security 


buyers from the results of their own bad judgment and 
gullibility. It looks as if our state legislatures went out 
of their way to see how many factions could be protected 
by utility regulation—except human labor!” 
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employees are already fairly high com- 
pared with other unorganized indus- 
trial employment and unionization 
would in many cases entail little more 
than recognition by the management 
and the adoption of a closed shop pol- 
icy. Another important reason why 
the cost would be relatively unimpor- 
tant is the low “employee density,” so 
to speak, compared with the capital 
investment. This is particularly true 
in the electrical utility field where, ac- 
cording to the 1932 Census, only 
244,573 employees were needed to 
carry on an industry with a capital 
investment of $12,664,000,000. Com- 
pare this with comparative figures for 
textiles, printing and other important 
industries and it will be readily seen 
that labor cost is proportionately much 
lower in the electric industry. It is 
somewhat higher in the gas and tele- 


phone field and considerably higher, 
of course, in the transportation field 
(street cars and motor carriers), but 
it is safe to say that utility labor as a 
whole is proportionately less with re- 


spect to the capital investment than 
the labor cost ratio to the average cap- 
ital investment of all other industries. 


| garg the best way to insure a 
real sense of responsibility on the 
part of organized labor would be for 
private utility management to permit 
union employees to have a voice in 
the policies of the company through 
their own duly authorized representa- 
tive. The extent of such participation 
of labor in the management through 
representation on utility boards of di- 
rectors or in other managerial coun- 
cils would, of course, have to be 
worked out by arbitration. Once such 
a system could be installed, however, 
it would inevitably follow that utility 
employees would take a new and deep- 
er interest in the success of their em- 
ployment. They would exercise more 
care in protecting the utility’s proper- 
ty, tangible and intangible. They 
would in a word become real working 
partners in the business instead of 
mere job holders. 





Penny Car Rides 


HETHER you “take the high- 
road” or “byroad,” you can 
et around at least one town in 
cotland without doing much vio- 
lence to your pocketbook—a fact 
that makes the good citizens of 
Glasgow very contented with their 
street car system. According to 
Dr. S. C. Mitchell, writing in the 
Richmond (Va.) News Leader, 
you can ride on one of these street 
cars for about a half-mile for one 
cent. 
The usual fare, he says, is about 
2 cents, but for 5 cents you can 
ride the length of the line, about 
28 miles. The cars are reported to 
be comfortable and efficient, but 
(as might be expected of such a 
bargain in Scotland) they are 


nearly always crowded. Each car 
is attended by a crew of two men 
—a motorman and a conductor. 
The system has been operated by 
the city for forty years. Unfor- 
tunately, Dr. Mitchell does not tell 
us just how the city manages to 
make ends meet at such a fare. 
Private traction operators in 
America, as well as operating 
cities like New York, Detroit, and 
Seattle (very much in the red) 
would like to know about this. 
It’s probably some Scotch trick— 
such as using sails on a windy day 
to save power or making the front 
wheels of the cars shorter than the 
back wheels so that they will run 
downhill all the time. 
—Ricumonp, Va. News LEApER. 
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Financial News 


and 
Comment 


By OWEN ELY 


Constitutionality of Title I of 
the Public Utility Act 


‘to I of the new law attempts to 
regulate virtually all the financial 
acts of holding companies—financing, 
purchase and sale of assets, intercom- 
pany transactions, contracts of all kinds, 
payment of dividends, accounting and 
reporting methods, the composition of 
directorates, and the distribution of 
voting rights. 

Under the title “Shackles for the 
Utilities,’ Herbert Lawrence in Bar- 
ron’s has analyzed some of the complex 
requirements of the new law and reach- 
es the conclusion that interference with 
voting rights of stockholders is the most 
vulnerable provision of Title I: 


mission may say with reference to the 
operating companies of the nation that 
voting power now vested in common stock- 
holders shall be transferred in whole or 
in part to preferred stockholders, bond- 
holders, and debenture holders. With the 
uncertainty existing as to what the com- 
mission will do with reference to laying 
down what is a fair and equitable distribu- 
tion of voting power of the securities of 
the operating companies of the nation, I 
do not see who is going to buy them.” He 
added, “I will stake my reputation as a 
lawyer that the Supreme Court will not 
permit the Securities and Exchange Com- 
mission to take from common stock owners 
their right to vote their stock.” 

Since § 11(b) does not go into force until 
after January 1, 1938, it is probable that 
the legality of the act will be tested first 
on other sections which become effective 
at an earlier date. 


¥ 


Section 11 (b) (2) may turn out to be 
a focal point of legal controversy on the SEC Delays Issuance of Rules on 


powers of a Federal agency to change the 
voting privileges with respect to various 
classes of security holders of a public 
utility. The SEC is directed in this para- 
graph to require by order that each regis- 


Holding Company Registration 


HE first formal statement issued by 
the SEC in connection with its 


tered holding company and each subsidiary ew duties with respect to holding com- 
thereof shall take such steps as are neces- panies was issued September 12th as 


sary to insure that the corporate structure 
or continued existence of any company in 
the holding company system does not un- 
duly or unnecessarily complicate the struc- 
ture or unfairly or inequitably distribute 
voting power among security holders of 
such holding company system. 

Commenting on the foregoing provision 
after the conference report had been pre- 
sented to the House, Representative Petten- 
gill of Indiana, said that it “gives the com- 
mission the power to require every operat- 
ing company in the nation that is a part 
of a holding company system to be reor- 
ganized for the purpose of redistributing 
its voting power in any way the commission 
may lay down. In other words, the com- 
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follows: 


The i utility holding company act 


of 1935 requires registration of holdi 
companies not later than December 31, 1038 
Registration can be effected simply by filing 
with the commission a notification of regis- 
tration in the form prescribed by the com- 
mission. Rules regarding such notifications 
and the form to be used will be made public 
at an early date. 

The act provides that certain companies 
coming within the definition of “holding 
companies,” “subsidiary companies,” 
tric utility company,” and “gas utility com- 
pany,” may be excluded from those cate- 
gories by order of the commission. It is 
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also provided that certain companies which 
may not be excluded from the definitions 
of “holding companies” and “subsidiary 
companies” may be exempted from the 
provisions of the act applicable to such 
companies by order of the commission. 
The commission will shortly publish such 
rules and regulations indicating the manner 
in which applications for such orders should 
made. 

Until the appropriate rules and regula- 
tions are published companies are requested 
not to file notification of registration and 
not to make application to the commission 
for orders regarding their status as holding 
companies, utility companies, or subsidia- 
ries. 

Sd 


Progress of Federal Power and 
Irrigation Projects 


N article by R. L. Duffus in the 
New York Times for September 
8th gives an up-to-date picture of the 
immense program of dam construction 
now under way throughout the country 
financed by Federal funds. The fol- 
lowing extracts from the article indicate 
the size, progress, and cost of the vari- 
ous projects: 


Nearest the stage of actual operation is 
the Boulder dam on the Colorado river. 
By next January one electric generator fed 
from this water will be in operation. Ulti- 
mately 1,800,000 horsepower will be devel- 
oped. Over the mountains to Los Angeles 
will run a power line, now under construc- 
tion. Through the mountains will run a 
great aqueduct to supply southern California 
with the water it badly needs. The dam 
itself will cost a little less than $50,000,000, 
the aqueduct about $220,000,000, the total 
job, including the power-houses and trans- 
mission lines, about $385,000,000. 

Down river 145 miles is the Parker dam, 
construction work on which was suspended 
last April because of an adverse Supreme 
Court decision. Parker is a .baby, com- 
pared with Boulder, but it will contribute 
to irrigation and help control the Colorado 
river system. The cost will be $13,000,000, 
of which $287,000 has been spent. 

Another Southwestern .dam, on which 
work was scheduled to commence this 
month, is the Conchas, at the junction of 
the Conchas and Canadian rivers, which 
will irrigate 75,000 acres of fertile land 
in New Mexico and Texas. By the first 
of November 4,000 men are expected to be 
building its great earthworks, and some 
time in the spring of 1938 the dam should 
be — The cost will be about 
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On the Columbia, work is going ahead 
on the spectacular Grand Coulee and Bonne- 
ville dams, first giant steps in a development 
which may ultimately produce 21,000,000 
horsepower along the great river. The 
Grand Coulee dam is 84 per cent com- 
pleted, Bonneville 39 per cent. Bonneville, 
above Portland, is mainly for power and 
navigation. The Grand Coulee, 300 miles 
further upstream, will be devoted primarily 
to irrigation. 

The Grand Coulee dam will rise to a 
height of 145 feet, and be ready for opera- 
tion in 1937. If plans already made are 
carried out it will later be raised to a 
height of 370 feet and will be a tremendous 
source of electric power. 

Three great dams are in various stages 
of completion in the Tennessee valley. The 
$34,000,000 Norris dam, above Knoxville, 
will receive its millionth and last cubic yard 
of cement by January 1, 1936, a little more 
than two years from the day construction 
began. By the middle of 1936, or earlier, 
the Norris dam’s two 66,000-horsepower 
generators should be whirling. 

Another TVA dam, the Joe Wheeler, 
will cost $22,000,000 and is 90 per cent 
completed. A third, the Pickwick Landing 
dam, is in its preliminary stages. It, too, 
will cost $22,000,000, and it is expected to 
be finished in about two years. 

The last Congress authorized surveys for 
five other possible TVA dams: one at 
Guntersville, Ala.; one at Chickamauga 
creek on the Tennessee river, one at Fowl- 
er’s Bend on the Hiwassee river in North 
Carolina, one at White’s creek, and one at 
Aurora Landing. 

To date the TVA has spent $34,000,000 
in materials and $22,000,000 in wages out 
of a total of $111,000,000 received or author- 
ized. 

At Fort Peck, in northeastern Montana, 
the greatest earth dam in history, scheduled 
to cost $72,000,000, is under construction 
on the upper Missouri system, and is 65 
per cent completed. It is intended primarily 
for irrigation. 

Into the Muskingum valley conservancy 
project, in Ohio, work on which has been 
going on since the beginning of the present 
year, will go some $22,500,000 of Federal 
money. Fourteen dams will ultimately be 
built, of which one at Tappan is the first, 
and the objectives will be flood protection, 
sanitation, navigation, and water conserva- 
tion. 

In Central Wyoming, on the Platte river, 
the Reclamation Bureau is building a 
$12,000,000 irrigation dam, the Caspar- 
Alcova, near Caspar, which is at present 
about 16 per cent completed. 

Jumping halfway across the continent to 
the northeastern corner of Maine, the visitor 
comes to the site of the Passamaquoddy 
project. A great reservoir will be filled 
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when the tide is high, partly emptied 
through turbines when the water ebbs, filled 
again with the next high tide. Ten million 
dollars has been allocated for the under- 
taking, with $26,000,000 more to come. A 
little more than 1,000 men are at work and 
the job is only three tenths of 1 per cent 
along. » 


Edison Electric Institute to Test 
Legality of Legislation 
Affecting Utilities 


‘ P~ Edison Electric Institute, which 
represents about 90 per cent of the 
industry, on September 12th announced 
that it had retained eminent legal au- 
thorities to render opinions upon the 
legality of recent utility legislation. 
According to The Wall Street Journal: 


John W. Davis has been retained to par- 
ticipate in the conduct of the case which 
will test the constitutionality of the Public 
Utility Act of 1935. Newton D. Baker 
has been employed to contest the validity 
of the gifts and loans of Federal money 
to enable municipalities to compete with 
private companies; while the services of 
James M. Beck and Forney Johnston have 
been obtained to argue before the Supreme 
Court in the case now pending on the 
constitutionality of the Tennessee Valley 
Authority. . .. 

It is pointed out that the broad delegation 
of authority in the act may be one point 
of attack. There are about fifty instances, 
it is held, which allow the SEC to establish 
rules and regulations, but concerning which 
there is no definite or certain measure as 
to the authority delegated. Another method 
that it is thought might be feasible would 
be for a stockholder to enjoin a company 
management from registering under the act. 
In all cases to be tested, however, the issue 
must first be brought by a particular com- 
pany affected, after which the legal talent 
retained by the Edison Institute would func- 
tion in conjunction with the company law- 
yers in sort of a directing capacity. 


A statement issued by President Mc- 
Carter of the Institute read in part as 
follows: 


In the opinion of eminent counsel the 
greater part of this legislation is unconsti- 
tutional. The power program of the Fed- 
eral government involves the expenditure 
of billions of dollars which, in the main, 
is to harass and destroy private operation 
in the electric light and power industry in 
the United States despite the fact that the 
people of this country enjoy the most effi- 


cient and widespread electric service, at 
reasonable rates, of any people in any coun- 
try. Such service is the envy of the entire 
world and has resulted from private initia- 
tive without government subsidy. That the 
industry is well builded is best attested by 
the fact that it has never borrowed from 
the Reconstruction Finance Corporation. 
If not suffocated by government meddling 
on industry will continue its splendid rec- 
ord. 


Presumably in furtherance of the 
Edison Institute’s plans, a petition was 
filed September 16th in the Federal 
court at Baltimore by John W. Davis, 
acting in behalf of American States 
Public Service Co., charging that the 
Utility Act of 1935 violates the Fifth, 
Eighth, and Tenth Amendments to the 
Constitution. The company is now be- 
ing reorganized under the National 
Bankruptcy Act and according to the 
petition would be put to heavy expense, 
and its reorganization possibly prevent- 
ed, if it were required to conform to 
the act. Mr. Davis’s plan of attack 
was adopted so as to bring about as 
speedy a test as possible. Immediately 
when a decision is rendered by: Judge 
Coleman, it is understood that the case 
will be expedited to the U. S. Circuit 
Court of Appeals at Richmond, Va., and‘ 
thence to the U. S. Supreme Court. 


¥ 


Large Interstate Power Pool 
Broken—Legality Questioned 


HE New York Power & Light 

Co., largest subsidiary of Niagara- 
Hudson Power Co., has interrupted its 
interconnection with the New England 
Power Association, in order to free it- 
self of regulation by the Federal Power 
Commission. But such action (unlike 
that made by the Hartford Electric Co., 
effected just before the utility act be- 
came operative) may be declared illegal 
according to an inquiry at the office of 
the Federal Power Commission in 
Washington, as reported by The Wall 
Street Journal. According to the com- 
mission’s view, it is said, provision 
D of § 205 requires thirty days’ 
notice to the commission before any 
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change in-service, contracts, etc,. and 
the abandonment of facilities for inter- 
connection might be construed as com- 
ing under this provision. 


¥ 


Associated Gas Units Ask 


Permission to Merge 


HE Associated Gas & Electric sys- 

tem, whose opposition to the enact- 
ment of utility legislation was so con- 
spicuous a news feature until recently, 
is now apparently attempting to revamp 
its set-up under the new law. A few 
days after the act became effective the 
Northern Pennsylvania Power Co. (op- 
erating in New York and Pennsyl- 
vania) asked authority to merge with 
the Metropolitan Edison Co. of Penn- 
sylvania. 

More recently, three of its New York 
subsidiaries, Elmira Light, Heat & 
Power, Empire Gas & Electric, and 
New York Central Electric, have ap- 
plied to the Federal Power Commission 
for authority to sell their franchises 
and all properties to the New York 
State Electric & Gas Corporation (an- 
other subsidiary) under § 203 A, Title 
II, of the new act. While the compa- 
nies operate in New York, they have 
bought or sold power across state lines, 
thus coming under the interstate com- 
merce provisions of the power act. 


Sa 


The Problem of Directorships 


u's the Public Utility Act of 
1935, it is unlawful after six 
months from August 26th (the date on 
which the act became effective) for any 
person to hold the position of officer 
or director of more than one public 
utility; or simultaneously to act as an 
officer or director of a public utility, 
and as (1) officer or director of any 
bank, trust company, banking associa- 
tion, or firm that is authorized by law 
to underwrite or participate in the 
marketing of securities of a public util- 
ity; or (2) officer or director of any 


company supplying electrical equipment 
to such public utility, unless authorized 
by the Federal Power Commission. 

Thomas N. McCarter, president of 
Public Service Corp. of N. J., has asked 
permission to continue as president and 
director of Public Service Electric & 
Gas Co., as director of Philadelphia 
Electric Co., as chairman of the board 
of the Fidelity Union Trust Co. of 
Newark, and as director of the Chase 
National Bank. As the act specifies 
that the commission cannot grant au- 
thorization in respect to such positions 
held on the date on which the act took 
effect unless application is filed within 
sixty days after that date, it is expected 
that Mr. McCarter’s application will 
prove to be the first of a flood of 
similar applications to be filed by the 
25th of October. 

Electric Bond & Share Co. will sub- 
mit to stockholders at the annual meet- 
ing to be held October 9th a proposal 
to reduce the board of directors from 
fourteen to nine members. 


a 


Guffey Coal Control Act May 
Raise Fuel Costs for Utilities 


G ip Public Utility Act of 1935 was 
not the only legislation passed by 
the recent Congress adversely affecting 
utilities. The Guffey Coal Control Act 
will doubtless raise operating costs for 
steam plants, which are already paying 
higher fuel prices than a year or so 
ago. Exact statistics regarding fuel 
costs for the utility industry are not 
available, and many companies doubt- 
less purchase on a contract basis. East- 
tern railways in June this year were 
paying 43 per cent more for coal than 
in July 1933, due in part to NRA wage 
increases, which the Guffey Bill is large- 
ly designed to maintain. The percent- 
age increase would probably not have 
been so large for the utilities as for the 
railroads, since transportation costs are 
included in the former’s cost per ton, 
while railroads buy “at the mine.” 

According to The Wall Street Jour- 
nal: 
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Many conflicting statements have been 
made for and against the Guffey Bill. Con- 
gressman Snyder, who sponsored it in the 
House, said that the increased cost of 
bituminous coal to the consumer under the 
bill over and above what it was when the 
NRA was in official operation will be 22 
cents a ton. H. R. Hawthorne, chairman 
of the committee against the Guffey Coal 
Bill, states that the increased costs will 
amount to $1 a ton, not including the pro- 
posed wage increase of 25 per cent, or 45 
cents a ton. 

* 


Notes on New Financing 


OUTHERN California Edison Co. on 

September 17th offered two issues 
simultaneously, through a _ syndicate 
headed by the First Boston Corporation. 
$30,000,000 First and Refunding Mort- 
gage 4s of 1960 were offered at 102, 
and $27,500,000 Debentures were issued 
on the following bases: $3,000,000 24s, 
due Sept. 1, 1936, priced to yield 0.875 
per cent; $2,000,000 24s, due 1937, to 
yield 1.625 per cent ; $2,000,000 24s, due 
1938, to yield 2.625 per cent ; $3,000,000 
34s, due 1939, to yield 3 per cent; 
$3,000,000 34s, due 1940, to yield 3.375 
per cent; and $14,500,000 3%s, due 
1945, to yield 3.75 per cent. 

These additional issues will raise to 
$165,500,000 the company’s total re- 
funding operations this year. Upon 
completion of the present financing, 
Southern California Edison Co. will 
have outstanding a total funded debt 
of $173,850,000, which represents 51 
per cent of capitalization, and a total 
par value of outstanding stock of 
$166,241,450. Of the total bonded 
debt, all but $8,350,000 will carry in- 
terest rates of 4 per cent or less. The 
refunding operations which have been 
carried out this year will result in low- 
ering interest and dividend require- 
ments by $1,800,000 annually. 

President F. O. Hale of Illinois Bell 
Telephone Co. has announced that his 
company is negotiating with Morgan 
Stanley & Co. in regard to the refund- 
ing of the company’s $48,726,200 First 
and Refunding A 5s of 1956. The latter 
bonds will probably be called at 105 
December Ist and the new issue will 


approximate the same amount. A cou- 
pon rate of 34 per cent for the new 
issue appears likely. 


Crs Power Co. on August 
3lst registered an issue of $19,- 
172,000 First Lien Unifying Bonds with 
the SEC, which will become eligible for 
offering on September 20th. While 
this application, like some other recent 
registrations, did not give details re- 
garding coupon rate, etc., it is thought 
that it will carry a 34 per cent rate and 
mature in thirty years. While previous 
financing by Consumers’ Power was 
done by a syndicate headed by Bon- 
bright & Co., it is held likely that 
Morgan Stanley & Co. may handle this 
issue—possibly their first underwriting. 

Long Island Lighting Co. has been 
authorized by the public service com- 
mission to issue $5,992,300 First Re- 
funding Mortgage Gold Bonds, Series 
C, 4 per cent due 1960. The bonds 
are to be sold at not less than par, and 
the proceeds to be used for refunding 
purposes. The petition had requested 
authority to sell the bonds at 984 or 
more but the commission ordered a 
minimum price of par, and also that | 
the bonds be sold not later than No- 
vember Ist. 

Pacific Gas & Electric Co. on Sep- 
tember 5th filed a registration state- 
ment for a $20,000,000 issue of Re- 
funding 4 per cent Bonds which will 
be used to redeem the First and Re- 
funding 5s of 1955. The syndicate will 
be headed by Lazard Freres Co., Inc. 


trEcTors of Edison Electric Illu- 

minating Co. of Boston have rec- 
ommended that stockholders authorize 
an issue of new stock to retire $16,- 
000,000 short-term debt now outstand- 
ing, at a meeting to be held October 7th. 
Action of the stockholders and directors 
is subject to review by the Massachu- 
setts Department of Public Utilities. 
If approved this financing will prob- 
ably represent the first major stock is- 
sue by a public utility of importance 
in recent years. It will be the second 
and possibly the concluding step toward 
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the permanent financing of the com- 
pany’s plant investment. $55,000,000 
of the company’s $71,000,000 short- 
term debt was recently retired through 
an issue of 34 per cent bonds at a 
premium. Commenting on the pro- 
posed new issue of stock, President 
Frank D. Comerford, of the Boston 
Edison Co., said: 


Because of the excellent credit now en- 
joyed by the company the time seems op- 
portune to complete the permanent financing 
of its plant investment. As the monthly 
statements indicate the earnings have been 
fairly constant even in the face of such 
adverse factors as increases in Federal tax- 
es, maintenance, and other operating ex- 
penses. The company has a good plant, an 
excellent territory, a rate structure that 
compares favorably with similar companies, 
and an organization that has had marked 
success in promoting the use of electric ap- 
pliances. If general business should im- 
prove there is every reason to believe that 
the company’s earnings will increase. 


Brooklyn-Manhattan Transit Corp. is 
considering a public offering of the 5 
per cent bonds of the New York Rapid 


Transit Corporation, now pledged un- 
der the 6 per cent bonds of the parent 
company, permitting the latter issue to 
be called, according to The Wall Street 
Journal. The estimated savings of 
$1,000,000 per year in debt service 
would amount to about $1.37 a share 
on the common stock under such a 
program. 

Negotiations between New York city 
and traction representatives for unifica- 
tion of subway lines have been disturbed 
by recent charges of Chamberlain Berle 
regarding manipulation of Interborough 
securities based on misleading reports 
that an agreement had been reached. 
The New York Stock Exchange is now 
investigating the activity in Inter- 
borough securities. While B.M.T. was 
not directly involved in Mr. Berle’s 
charges, press reports have indicated 
that this development might prevent 
B.M.T.’s accepting any offer by city 
representatives at this time. 

Detroit Edison Company September 
5th filed application with the SEC for 
an issue of $49,000,000 4 per cent bonds 
to be used for refunding purposes. 


General and Refunding Mortgage Gold 
Bonds, Series F, 4 per cent due 1965, 
will be issued at not more than 104, 
the actual offering price to be given in 
an amendment. The syndicate will be 
headed by Coffin & Burr, Inc. The 
bonds will be used to redeem $26,- 
000,000 5s of 1949 and $23,000,000 5s 
of 1955. 
Sd 


Municipal Power Plant Con- 


struction Program Delayed by 
Victory of WPA over PWA 


HE recent decision by the President 

favoring the use of Federal funds 
for work relief by Mr. Hopkins of the 
Works Progress Administration, as a 
quicker reémployment program than the 
“heavy” construction projects favored 
by Mr. Ickes of the Public Works Ad- 
ministration, may serve to defer activity 
with respect to construction of munic- 
ipal power plants to displace private 
plants. 

Under the heading “Iowa City Proj- 
ect Shows How U. S. Funds May Ruin 
Private Investment—An Easy Lesson in 
Accountancy,” The Wall Street Journal, 
in a series of three feature articles, re- 
cently trained its telescope on a typical 
western power project to be financed 
by PWA funds. 

Some thirty-three communities have 
thus far been given PWA loans and 
grants for construction of power facili- 
ties competitive with private enterprise, 
it is reported. If the campaign con- 
tinues, the results in many small towns 
may be reminiscent of the days when 
two telephone companies serviced the 
same community. Even the larger cities 
may experience the same dubious ex- 
periment in economics, since Mr. Ickes 
has ordered Los Angeles to build its 
own plant and Mayor La Guardia is 
taking his $45,000,000 New York city 
project to the polls in November. 

According to the New York Times, 
Mr. Ickes’ immediate program must 
now be virtually cut in half, which is 
causing considerable concern to officials 
of the municipalities involved. 
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Radio—the Fifth Estate 


Ast spring Mr. Vernon Bartlett, 
lecturer and diplomatic corre- 
spondent of the London News Chron- 
icle, told his American audience some 
unpleasant things about the privately 
operated radio broadcasting industry in 
the United States as compared with op- 
erations of the British Broadcasting 
Corporation. Writing in The Washing- 
ton (D. C.) Post, Mr. Bartlett con- 
demns the very feature of American 
broadcasting that Americans seem to be 
the most proud of—the fact that any- 
body can go on the air and say what he 
pleases, provided he can pay for the 
time and refrain from profanity, ob- 
scenity, or other breaches of ordinary 
good manners against which the very 
nature of the medium requires some 
protection. Mr. Bartlett states: 


I would suggest that, in so vast a coun- 
try as the United States, where there must 
be so many sectional and local interests, 
only two types of appeal can be nation-wide. 
The one is to patriotism and the other to 
prejudice. The appeal to the first can be 
justified. The appeal to the second can- 
not. Much of President Roosevelt’s great 
power comes from his skill in using the 
radio to put national problems before the 
common man, and in thus persuading him 
to volunteer those sacrifices which the na- 
tion must demand. But it is still easier for 
a skilful speaker to persuade the common 
man that his selfish prejudices are in the 
national interest. The American system of 
allowing people to “buy time” even for po- 
litical purposes is turning the United States 
into a paradise for demagogues. And the 
demagogue of today is the Fascist leader of 
tomorrow. 


Wi maybe so, but how do our 
smart British cousins handle the 
In England it appears that 
everybody with a radio receiving set has 
to pay an annual fee of $2.50 for listen- 
ing in to the cultural entertainment 
which the so-called “BBC” sees fit to 


problem ? 


broadcast for their edification. It is 
something like a state motor tag tax or 
a dog license. You (or your dog) will 
get pinched for “operating” unless the 
proper fee has been paid. Most of this 
radio tax goes to the BBC to pay for its 
programs, experiments, and construc- 
tion, but never a mite, mind you, for 
advertising. The British radio slogan 
apparently is “millions for tribute but 
not a farthing for ballyhoo.” The BBC 
has, in addition to a rather well-filled 
pocketbook, absolute powers of discre- 
tion’ over what is spoken or played over 
the British microphones. Does it please 
the public? Says Mr. Bartlett: 


Yes and no—but mainly, yes. Every 
monopoly suffers from the lack of stimu- 
lating competition. But from its earliest 
days, the BBC has paid a great ‘deal of 
attention—too much attention, in my opin- 
ion—to letters from listeners, and people 
are generally more ready to complain than ° 
to praise. Besides, its behavior may al- 
ways be the subject of debate in the House 
of Commons. There now exist in France, 
Luxemburg, and the Irish Free State sta- 
tions which broadcast = programs 
sponsored by advertisers. Their programs 
could reach practically every listener in the 
British Isles. But they don’t. People pre- 
fer programs that are not cut up into small 
slabs of music sandwiched between stodgy 
slices of advertising. 

Government monopoly must mean gov- 
ernment control. There can be no freedom 
of speech—that is the commonest and most 
justifiable criticism of the British system. 
But I doubt if it is well founded. There is 
not much freedom in an American system 
which grants it primarily to those who can 
pay for it. 

Mr. Bartlett concludes with the 
rather surprising observation that he 
prefers government propaganda en- 
forced by monopoly to uncensored radi- 
cal propaganda which he feels may do 
a great deal of harm because it might 
unduly sway the wrong sort of people. 
He says on this point: 
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It works well in England just because the 
listener knows that, under the government 
monopoly, he is hearing the truth, or, at 
the worst, what the government of the day 
believes to be the truth. I would rather 
hear a propagandist for a government— 
even a government I despised—than one for 
a group whose aims were so antisocial that 
it had to buy radio time in which to put 
them across. 


AVING glanced over English Mr. 

Bartlett’s objections to American 
broadcasting, as compared with Great 
Britain, it is only turn about and fair 
play to consider an American’s objec- 
tions to the British system in compari- 
son to our native product. Mr. Roy S. 
Durstine is general manager of a na- 
tional advertising agency which special- 
izes in commercial radio programs. 


Mr. Durstine has quite a different opin- 
ion of the popular success of British 
broadcasting. He states: 


The crux of the future of radio broad- 
casting in the United States or in any oth- 
er country is whether it is controlled by 
the government or whether it is in the 
hands of private enterprise. When it is 
in the hands of the government, as in Eng- 
land, the public gets what those who con- 
trol radio programs think that it ought to 
have. When it is in the hands of private 
enterprise, the public gets what those who 
control radio programs think that it wants. 

An official of the British Broadcasting 
Corporation was asked a year or so ago 
how many responses his programs had re- 
ceived from the listening British public. 
There were ninety-two thousand in twelve 
months. When it was pointed out to him 
that one 3-minute announcement on an 
American network—not a record-breaking 
announcement, but typical of many—had 
brought in more replies than the year’s 
British total, he replied: “That doesn’t in- 
terest us. We are not concerned with what 
people like or dislike. We give them what 
we know they should have.” 

At 8 o’clock one Saturday evening, a 
period in the week which American broad- 
casters regard as extremely valuable, the 
British public listened to a 45-minute musi- 
cal fantasy in which the characters included 
several flowers, an old oak tree, a lovelorn 
girl, a romantic boy, and several summer 
breezes. A pleasant chat about books or a 
mild recital on the ’cello or a debate on 
colonial policy—any of these may occur at 
periods when the greatest number of peo- 
ple are inclined to listen. 


Mr. Durstine admits that all this may 


be “suited to the British temperament.” 
He further admits that, ungoaded or 
unhampered by whims of commercial 
sponsors, British broadcasters can take 
more time to develop artistic perform- 
ances and repeat the same thing two or 
three, or more times a season, if neces- 
sary. But he does not believe that the 
system is suited to the American tempo. 
He advises the American broadcasting 
industry to regulate itself more strictly 
to prevent adverse public reaction from 
gaining momentum. 


—— nearer to home, let us look 
across the border and see what 
Canada is doing about radio broadcast- 
ing. Hon. Hector Charlesworth, chair- 
man of the Canadian Radio Broadcast- 
ing Commission, thinks it is doing very 
well. Canada struck out on a middle 
course between the governmentally 
dominated policy of her mother country 
and the privately operated broadcasting 
system of her nearest neighbor. It 
seems that in 1928 there was quite a 
fuss kicked up by Canadians about the 
programs being heard over the pure air 
of the Dominion. A royal commission 
was appointed and, like most commis- 
sions appointed to investigate things, it 
found broadcasting conditions quite un- 
satisfactory. It appeared from the re- 
port of this so-called “Aird Commis- 
sion” that: (1) the native broadcasts 
were pretty much second-rate; (2) that 
foreign (American) programs were 
“distinctly not to the taste of the Cana- 
dians” (although more widely received 
than the native product) ; (3) that there 
was entirely too much advertising in 
both types of program. It recommend- 
ed practically a publicly operated mo- 
nopoly on broadcasting, but Parliament 
compromised in 1932 with an act that 
created the Canadian Radio Commis- 
sion—a queer creature, indeed, which 
not only operates its own chain but reg- 
ulates surviving private broadcasters in 
Canada. It could be somewhat analog- 
ous to a merger of our Tennessee Val- 
ley Authority and Federal Power Com- 
mission. Parliament probably visualized 
a national network operation under the 
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THE BURNING OFFERING! 


government corporation, leaving only 
low-powered local stations to private en- 
terprise. However, hard times and low 
cash have hampered the commission’s 
program of acquiring the cream of the 
crop, so that the commission is today 
functioning along the lines of a broad- 
casting “yardstick” with privately con- 
ducted broadcasting both in Canada and 
in the United States competing for the 
Canadian ear. 


fey matter compromised was 
the granting of authority to the 
commission, to allow commercial adver- 
tising on not more than 5 per cent of the 
program. This limitation, says Mr. 
Charlesworth, has been judiciously ad- 
ministered. He claims, also, that the 
government stations are capturing the 
Canadian ear: 


I am persuaded, and I believe most Can- 
adians who have made any study of the 
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question will agree with me, that, gener- 
ally speaking, neither the type of broadcast- 
ing carried on in Great Britain by the na- 
tionally owned British Broadcasting Cor- 
poration nor that provided for the people 
of the United States by the highly organ- 
ized and efficient commercial broadcasting 
systems would quite satisfy Canadians. To 
some extent it is, perhaps, a matter of na- 
tional taste. However that may be, Cana- 
dians undoubtedly have distinctive prefer- 
ences in the matter of broadcast entertain- 
ment, and definite ideas as to how a broad- 
casting service should be conducted in or- 
der to meet their requirements; and it was 
largely because of this that the national 
system was set up, and it is because of it 
that it will endure. 

Within the limits of its operations, the 
national system is endeavoring to conduct 
a broadcasting service in keeping with Can- 
adian ideas, tastes, and-sentiment. That the 
effort is understood and appreciated, there 
is ample evidence. Formerly, Canadians 
tuned their receiving sets most of the time 
to high-powered American stations. I think 
it is safe to say—at any rate I am constant- 
ly being assured it is a fact—that the great 
majority now leave their sets tuned to 
Canadian stations when the national serv- 
ice networks are in operation. 


| gem Denison, Canadian author 
and dramatist now resident in 
New York, does not agree with Mr. 
Charlesworth. He states that nothing 
has happened under the new commis- 
sion to weaken any of the arguments 
used by the defenders of private owner- 
ship. He finds that government control 
has accomplished nothing that could not 
have been better and more quickly done 
under the stimulus of competitive pri- 
vate ownership. He declares that the 
quality of Canadian programs has not 
improved and none of the objectionable 
features of private ownership, with the 
notable exception of advertising, has 
‘ been modified. In a word he says the 
Canadian experiment has been a dis- 
appointment. He states: 

It is, however, in its nationalistic phases 
that the Canadian radio situation presents 
the most interesting implications and ones 
which must cause considerable embarrass- 
ment to those who favored government con- 
trol on the grounds that only through such 
control could the corrupting American in- 
fluences of programs emanating from across 
the border be combated. These influences 
seem to have turned out to be less vicious 
than was supposed, for much of the approv- 


al won by the commission has been through 
making available, on a coast-to-coast Ca- 
nadian network, programs of the National 
Broadcasting Company and the Columbia 
Broadcasting System which previously had 
gone on the air only through outlets in 
Toronto and Montreal. 

Thanks to the amiable codperation and 
the consistent good will of the two private- 
ly owned American systems, the Canadian 
commission has been enabled to transmit 
to its listeners programs of the highest 
quality and by the world’s great artists 
without cost to itself. This arrangement, 
brought about by a system of exchange 
between the commission and the American 
companies, and partly by the commission’s 
ownership of the two NBC outlets in Can- 
ada, is a most intelligent one, and is to the 
credit of all concerned. Through it, Can- 
adian listeners are able to hear the best 
programs on the air, and the commission is 
able to provide a service otherwise impossi- 
ble with the funds at its disposal. But it 
is slightly disconcerting to hear adherents 
of the principle of government control, 
sometimes members of the commission it- 
self, point with pride to these American 
programs, paid for by American private 
capital, to prove the superiority of Cana- 
dian public ownership. Just how the deli- 
cate nuances of nationalistic culture are to 
be reconciled under these circumstances re- 
mains a question: probably by allowing 
them to remain delicate nuances. 


Mr. Denison concludes that it remains 
to be seen whether “some system of 
government supervision, coupled pos- 
sibly with government ownership of 
facilities, but with private management, 
might not satisfy more listeners and re- 
lieve the Canadian government of a 
bothersome and controversial business 
for which it has shown no marked 
natural aptitude.” 


uT is our so-called freedom of the 

air in the United States really a 
fact? Private broadcasting company 
spokesmen are always referring to the 
strict censorship of the radio in Soviet 
Russia, Nazi Germany, and Fascist 
Italy, and to a lesser extent in Great 
Britain and the Scandinavian countries. 
True it is that our government does not 
hog the air to the exclusion of all rivals. 
But is there underneath our system of 
broadcasting licensing an indirect sys- 
tem of political censoring, or a possibil- 
ity of the same, that may be all the 
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more insidious because of its subtlety? 

The Italian citizen who happens to 
disagree with Mussolini knows very 
well that the Rome broadcasting station 
will never give him or his kind a chance 
before the microphone. As a result, he 
just discounts everything it says and 
forms cellar societies for underground 
exchange of antigovernment discussion. 


‘German Jews must have long since 


reached similar conclusions. Here in 
the United States, we are led to believe 
that the most cracked fanatic in Chris- 
tendom can get time on the air and fre- 
quently does. He needs only to keep 
a civil tongue in his head and have the 
cash to pay the broadcasters who care 
nothing for his views or his politics. 
Is it always so, or will it always be so? 

The United States News raises such 
questions. It calls attention to the fact 
that the Federal Communications Com- 
mission, which has been entrusted with 
the task of being a traffic policeman on 
the broadcasting channels of the air, ex- 
ercises control over who shall and who 


shall not broadcast by a system of li- 
censes. These licenses are for a period 
of six months only and no broadcaster 


can operate without one. In other 
words, twice a year each station must 
apply for a renewal. The commission 
may deny such renewal or restrict the 
broadcaster’s operations if it finds that 
such action would be “ in the public in- 
terest.” The law under which the com- 
mission operates leaves the commission 
virtually unrestrained discretion in 
granting or refusing renewal of a li- 
cense. The News further points out 
that the members of the commission are 
appointed by the President and there is 
some legal question, following the re- 
cent Humphrey decision by the U. S. 
Supreme Court, whether they may or 
may not be removable at his pleasure. 


OMMENTING on the News article, 
former Interstate Commerce Com- 
missioner Thomas F. Woodlock states: 


The United States News flatly charges 
that the law has brought about a situation 
in which the broadcasting companies feel 
themselves the subject of virtual intimida- 


tion at the hands of the government, at 
least to such an extent that they are afraid 
to open their facilities to criticism of the 
ruling administration save in limited degree. 
Whether, and to what extent, this be true 
this writer has no knowledge. But that the 
law places in the hands of an administra- 
tion a tremendous power to bend the broad- 
casting stations to its purpose is beyond 
dispute. That power is too great to be 
entrusted to the government. The licensing 
provisions contain the essence of that pow- 
er, and in their present form are wholly ob- 
jectionable. 

Admittedly the difficulty in the matter is 
that there is room on the air only for a 
certain—and relatively small—number of 
stations. Not everyone can obtain a clear 
channel. There must be found a way to 
determine with complete fairness who may 
broadcast, and the air must be as open as 
possible for all shades of opinion to offer 
themselves to the public, subject to the same 
penalties for abuse as those which threaten 
the newspaper press. It is intolerable that 
such determination should rest with seven 
men without provisions of law as definite 
and detailed as can be made to limit to the 
minimum the possibility of autocratic bu- 
reaucrats controlling access by radio to the 
public mind. 


Recently, Roger Baldwin, director of 
the American Civil Liberties Union, has 
declared that he has evidence of a hun- 
dred cases of private “radio censor- 
ship.” This evidence was gathered by 
Miss Minna Kassner, an attorney of 
the organization who has been sleuthing 
on the subject for six months. She 
claims that her records clearly show 
that American broadcasters kotow to 
the administration and combat Reds 
with blue pencils, dead microphones, 
and turned-down thumbs. But when 
we look at the bill of particulars which 
Miss Kassner has assembled, the ex- 
hibits are not as impressive as the 
pleadings. The prize exhibit appears to 
be two memorandums written on the 
stationery of the most powerful broad- 
casting station in the United States, 
which directs its announcers to make 
no reference to strikes on any news 
broadcast. The evidence was obtained 
from a discharged employee. 

Miss Kassner also goes back to 1932 
on a claim that a Los Angeles station re- 
fused to allow a Scripps-Howard news- 
paper editor to criticize William Ran- 
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dolph Hearst. Then follows a series of 
rather small-fry “revelations.” A paid- 
for broadcast by an attorney on the 
famous Scottsboro Case, involving crim- 
inal trials of eight colored boys sen- 
tenced to death in Alabama, was can- 
celed without explanation by the broad- 
caster. California broadcasters are al- 
leged to have refused time requested by 
a newspaper workers’ union to engage 
in a controversy with printed editorials 
in California newspapers. 


INALLY, there are allegations that 

broadcasting executives have re- 
fused to allow the broadcasting of at- 
tacks on President Roosevelt, or on ad- 
ministration policies. However true 
these specific charges may be, we cannot 
help but recall listening to the late Sena- 
tor Huey Long lambasting the Roose- 
velt administration all over the lot over 
a nation-wide hook-up. Other national- 
ly known critics of the administration 
have been given time on the air too fre- 
quently for most of us to suppose that 
either the chain or the independent 
radio broadcasters of the United States 
are in a conspiracy to suppress criticism 
of the Federal administration over the 
air. In fact it must be fairly admitted 
that no flagrant abuse of this statutory 
discretion by the Federal Communica- 
tions Commission, or its predecessor, 
the Federal Radio Commission, has ever 
ben revealed to date. Hampson Gary, 
former chairman of the radio division 
of the Federal Communications Com- 
mission and now general counsel of the 
commission, defends the statutory privi- 
leges of the commission as follows: 


While the commission cannot approve or 
disapprove any program in advance of ren- 
dition, because the Act of 1927 expressly 
denies to it any power of censorship over 
the radio communications, nevertheless it 
can and does scrutinize carefully the past 
operation of any station seeking a renewal 
of license for its continued operation. This, 
the courts have held, is not censorship; for 
“by their fruits ye shall know them.” The 
commission in the past has refused to re- 
new the licenses of several stations whose 
operation was found, after a public hear- 
ing, to be inimical to public interest. Its 
action in this regard has been sustained by 


the courts, and is a very real check upon 
station licensees and a protection to the lis- 
tening public. 

The act expressly prohibits the use of 
obscene, indecent, or profane la e by 
means of radio communication, and a severe 
penalty is imposed for any violation. 

While radio broadcasting is not a public 
utility in the sense that it must serve all 
comers equally, the Radio Act of 1927 and 
the Communications Act of 1934 negativing 
any such intention, the law imposes upon 
station licensees the burden of operating in 
the public interest. Thus, in fact, the li- 
censee necessarily exercises the power of 
selection; that is, the power to determine 
in advance what shall or shall not be broad- 
cast over its facilities, There is but one 
exception to this rule. Although licensees 
are not required by statute to permit the 
use of their facilities to qualified candidates 
for public office, if they permit one such 
candidate so to do, they must, of course, 
provide the equal use of their facilities to 
= other qualified candidates for the same 
office. 


r. Gary admits that, except for a 

few specific prohibitions, the law 
furnishes no guide other than the stand- 
ard of “public interest, convenience, or 
necessity.” Probably most of us will 
agree that some sort of protection, 
whether under the Federal commission 
or otherwise, should be provided against 
unpopular broadcasting cluttering up 
the air under the guise of free speech. 
It isn’t the political, sectarian, or other 
types of partisan censorship that bother 
the American listeners as much as the 
fact that some of the precious available 
wave lanes are taken up by programs 
that commit a very much graver sin in 
the eyes of the American public—the 
offense of simply being dull. Obvious- 
ly, no congressional statute can lay 
down “standards” that can hope to 
specify the myriad hues and spontane- 
ous moods of wit and entertainment; 
neither can any regulation by the com- 
mission. Any attempt to reduce the 
regulation of bright entertainment to a 
test-tube formula is doomed to pathetic 
failure. The only sensible course is to 
let the commission give the broadcaster 
a free hand in supervising their pro- 
grams and then “crack down” on them 
(through license restrictions) when they 
are falling down on the job, or when it 
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Drawing by Russell T. Limbach 


AS THE COMMUNISTS SEE THE “DEATH SENTENCE” 


appears to the commission that some 
other operator is ready, willing, and 
able to do a better job. 

It seems to this reviewer that so far 
both the Federal Communications Com- 
mission and the Federal Radio Commis- 
sion have been following just such a 
sensible  hands-off-unless-you-fail-to- 


produce policy. In our eagerness to 
protect the freedom of speech on the air 
from visionary dangers there may be a 
danger of shackling the commission 
with so many statutory restrictions that 
the American broadcasting industry 
will be preyed upon without hinderance 
by the kind of “educational” orators 
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who make us instinctively reach for the 
radio switch. 
—F. X. W. 


A Briton Listens In AT AMERICA’s RADIO. 
By Vernon Bartlett. The Washington Post. 
pe 13, 1935. 


THe Future or Rapio ADVERTISING IN THE 
Unttep States. By Roy S. Durstine. The 
Annals of the American Academy. Janu- 
ary, 1935. 

BROADCASTING 


in Canapa. By Hector 


Charlesworth. The Annals of the Ameri- 


can Academy. January, 193 


Rapio IN CanapA. By Merrill Denison. 
The Annals of the American Academy. 
January, 1935. 

FREEDOM OF THE AIR. By Thomas F. Wood- 
3 The Wall Street Journal. May 1, 


Rapvio. News-Week. September 14, 1935. 


REGULATION OF BROADCASTING IN THE UNITED 
States. By Hampson Gary. The Annals 
of the American Academy. January, 1935. 





Difficulties of Industrial Decentralization 


T has been nearly a year since Chair- 
man Arthur E. Morgan, of the Ten- 
nessee Valley Authority, announced that 
the Authority had decided to buy from 
commercial producers 6,000,000 barrels 
of cement required for its construction 
of dams and other improvements in the 
Tennessee valley, instead of manufac- 
turing its own cement. Chairman Mor- 
gan stated at that time: 


The Authority and the cement industry 
did not come to full agreement, either on a 
fair price for cement, or on the cost of mak- 
ing cement at Sheffield. There was fairly 
complete agreement as to direct manufac- 
turing costs, the principal differences being 
on such items as interest, depreciation, and 
selling costs. The Authority was willing 
4 ay pe than it believed to be the prob- 

able cost of making cement at Sheffield and 
delivering it to the dam sites, rather than to 
construct and operate an additional plant in 
an already overbuilt industry. The Author- 
ity believes that the price it is willing to 
pay is reasonable and fair under all the 
above circumstances. The cement manufac- 
turers, on the other hand, rather than to 
have another plant built, have bid prices 
which they hold are less than fair prices, 
especially at the low rate of production now 
prevailing in the industry, and they have 
met the maximum price which the Author- 
ity was willing to pay. 


This decision caused a mild flurry of 
surprise among those who thought that 
one of the primary objectives of the 
TVA was to decentralize industry by 
encouraging as much industrial develop- 
ment in the comparatively sparsely set- 
tled Tennessee valley area as possible. 
Subsequent denials by the TVA author- 


ities that they were attempting to induce 
industries to migrate from Ohio, or 
from anywhere else, to the Tennessee 
valley confirmed the suggestion that the 
TVA was at least going to give the prob- 
lem of industrial migration long and 
careful consideration before embarking 
on what was feared by some local cham- 
bers of commerce in the Eastern states 
might result in a “wholesale program of 
industrial seduction.” 


4 b~ good judgment of the Tennes- 
see Valley Authority heads in go- 
ing slow on such a program, or on even 
a milder program in the same direction, 
is borne out by recent studies of Daniel 
Creamer on the subject of population 
redistribution, sponsored by the Whar- 
ton School of Finance of the University 
of Pennsylvania. Mr. Creamer’s study 
is based on the industrial vital statistics 
of this country since the year of 1899. 
The 34-year period reveals a steady 
movement of industry away from both 
the large cities and the small communi- 
ties in isolated sections. Consequently, 
Mr. Creamer finds that the widespread 
decentralization of industry to little vil- 
lages proposed by advocates of subsis- 
tence homestead programs would be a 
“revolutionary reversal” of a policy op- 
erating during more than thirty years in 
the United States. 

Both the Interior Department’s Sub- 
sistence Homestead Division and the 
Relief Administrator’s Rural Resettle- 
ment Division, absorbed now in the new 
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WHAT OTHERS THINK 


Tugwell “RA,” aimed at settlements in 
which people in low income groups 
could grow part of their living and 
work part time in factories for the rest. 
RA is continuing this effort, but has also 
set up a suburban resettlement division 
to provide better living facilities near in- 
dustrial cities where work is already at 
hand. 

In the Reedsville, W. Va., experi- 
ment, General Electric has established a 
vacuum cleaner factory to provide such 
work. The Creamer report indicates 
that further movements of this sart may 
be difficult if past experience shows any- 
thing. For example, from 1919 to 1933 
the Creamer report says the “relative 
shrinkage in wage jobs” was greatest 
in towns of less than 100,000 popula- 
tion. This tendency slowed down some- 
what when the depression hit hardest in 
1933, but Creamer concludes that this 
is not a permanent trend and resulted 
chiefly from wage-cutting in the big 
cities. The four industries which 
moved in large numbers into the rural 
sections were men’s clothing, silk and 
rayon, knit goods, and boots and shoes. 
All of these are highly competitive, and 
suffered heavily from wage-cutting. 


Se problem is vastly complicated 
and will require much further study. 
For instance, in 1900 the population of 
Detroit was 285,704. Thirty years later 
it was 1,568,662. Of course, the ex- 
planation of this unusual rate of growth 
was the development of the automotive 
industry, centering in the Ford plant, 
but including many competitive and sub- 
sidiary establishments. The metropolis 
came into being in consonance with a 
natural law of evolution which it will 
be exceedingly difficult for the planners 
of industrial decentralization to obstruct 
or radically divert. The Washington 
(D. C.) Evening Star, commenting on 
Creamer’s findings, stated editorially : 
American industry has been moving city- 
ward in the interests of economy; likewise 
cities have been growing up around indus- 
trial institutions recognized as successful. 
Mr. Creamer is familiar with both facts. 
Hence the warning which his report con- 
stitutes. The dream of decentralized indus- 


try is a grand and glorious dream, but if 
it is not to turn into a nightmare it must 
take cognizance of practical limitations. 
The garment trade of New York, for ex- 
ample, cannot be waved away into Tennes- 
see or Arkansas by the magic wand of any 
philosophic wizard. Probably the best that 
reasonably may be hoped for is a tendency, 
which Mr. Creamer notices, to move from 
crowded downtown slum districts to health- 
ier suburbs. But to imagine that business 
will consent to banishment from either con- 
venient sources of supplies or convenient 
markets is to expect altogether too much. 
Any such doctrine is, plainly enough, a 
“revolutionary reversal” which might end 
in utter bankruptcy. 


SSUMING that it is desirable for in- 
dustry to distribute itself over as 
wide an area as possible, it is not logical 
to dismiss the mathematics of cause and 
effect as determining factors. True, the 
factors themselves are complicated and 
diverse in their application to the needs 
of a particular industry. The automo- 
tive industry had to balance the fine 
points of the cost and availability of the 
raw supplies against the cost of shipping 
to retail markets for automobiles in all 
parts of the United States. The answer 
apparently was Detroit. 

With these truths in mind, the diffi- 
culties of decentralizing industry should 
provide much food for thought for ' 
many more Federal officials beside Dr. 
Tugwell and his Rural Resettlement 
Administration. For example, there is 
the outlook for a market for power to 
be produced at the Federal projects at 
Grand Coulee, Bonneville, and Passa- 
maquoddy. But on the whole it is dif- 
ficult to imagine the difference in the 
price of electricity that may exist at 
Federal projects as compared with 
prices elsewhere could be the determin- 
ing factor in causing a wholesale migra- 
tion into the Pacific Northwest or up 
to comparatively remote and desolate 
shores of the Bay of Fundy. 

—F. X. W. 


PopuLaTION ReEpISTRIBUTION StTupy. By 
Daniel Creamer, sponsored by the Wharton 
School_of Finance, University of Pennsyl- 
= Philadelphia, Pa. Released August 19, 


TREND OF INpuUstRY. Editorial. The Even- 
ing Star. August 19, 1935. 


509 

















The March of Events 





No Contracts Needed on PWA 
Loans to Municipalities 


N view of the fact that more than half of 

its municipal power projects have been 
challenged in the courts, the Public Works 
Administration at Washington announced that 
it had abandoned the old form of contract in 
favor of a less complex arrangement, calcu- 
lated to avoid to some extent the multiplicity 
of litigation. 

According to PWA officials, the new ar- 
rangements consist of an offer on the part of 
the PWA to make a grant of funds to buy 
bonds issued by the municipality for the de- 
velopment of a power plant. Acceptance on 
the part of the municipality of this offer 
would constitute the only agreement neces- 
sary. The old form of contract called for a 
bilateral agreement between the PWA and the 
applicant and has served as a basis for con- 
siderable litigation. The new procedure is 
also being applied to PWA loans and grants 
for other types of projects under the new 
$4,880,000,000 appropriation. 


United States Takes Over 
Central Valley Program 


4 Federal government moved toward 
direct control of the large prospective 
power development in the Central valley area 
in California when the Bureau of Reclama- 
tion was given $20,000,000 by the President 
from the public works fund to start the proj- 
ect. Under present plans a $14,000,000 dam 
at Friant (near Fresno) would be built, and 
probably a steam standby generating plant 
and distribution system in the vicinity of San 
Francisco bay, costing $3,500 The com- 
plete project includes a 200-mile transmis- 
sion line from Kennett dam to San Francisco. 
The Central valley plan ultimately contem- 
- plates a large power development at Ken- 
nett dam in Shasta county, with an installed 
capacity of 275,000 kilowatts. 


New Laws Up for Court Review 


NUMBER of the New Deal laws were mov- 

ing rapidly towards judicial review as 
to their constitutionality and other contested 
points as the Supreme Court of the United 
States sits for the first time in its luxuriant 
new home directly across the park from the 
United States Capitol. The Guffey coal bill 
and the public utility holding company law 
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were being contested in the Supreme Court 
of the District of Columbia and the Federal 
district court of Baltimore, Md., respectively. 

The Agricultural Adjustment Administra- 
tion claims, however, and the Louisville slum 
clearance case (which was thought to involve 
a constitutional question similar to the suits 
against PWA loans for municipal power 
plants), and the Tennessee Valley Act are 
already on the U. S. Supreme Court docket. 
The Justice Department has agreed to codp- 
erate in expediting consideration by the Su- 
preme Court of the Tennessee Valley Author- 
ity case. 

The government won the first skirmish on 
the Guffey coal bill when Justice O’ Donoghue, 
of the District of Columbia Supreme Court, 
dismissed a motion for a temporary injunc- 
tion against the activities of the officials ad- 
ministering the act, on grounds that the mo- 
tion was premature. 

The petition filed in Baltimore by John W. 
Davis, for the American States Public Serv- 
ice Company, presented to the Federal district 
court the question of the status of a com- 
pany under the Federal court’s jurisdiction by 
virtue of reorganization proceedings under the 
bankruptcy act. The constitutionality of the 
holding company act was questioned on 
grounds that requirements of the act would 
unduly burden the trustees of the holding 
company. In opposition, a counsel for a 
bondholder of the same company took the 
position that the act is constitutional and that 
the company should conform to its provisions. 
Robert E. Healy, member of the Securities 
and Exchange Commission, which will ad- 
minister the new holding company act, is on 
record as pledging the cooperation on the part 
of the commission in obtaining an early test 
of the validity of the legislation. 

A test of the regulatory provisions of the 
Public Utility Act of 1935 was also possible, 
as a result of the action of the New York 
Power & Light Company in cutting an inter- 
state connection without authority of the 
Federal Power Commission. This was said 
to be a violation of the new law and an at- 
tempt by the Federal Power Commission to 
enforce the law in this respect would prob- 
ably result in a test case on the particular 
regulatory provision involved. 


Rural Electrification to Go On 


URAL electrification will continue under the 
auspices of the Rural Electrification Au- 
thority, it was learned in Washington, with- 
out any substantial hindrance, by reason of 
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THE MARCH OF EVENTS 


the fact that the program has been a little 
late getting started, as compared to the ob- 
jectives of the Federal administration. 

The deadline on applications for Federal 
money from the public works fund according- 
ly will not impair the program, although no 
projects had been definitely approved at the 
time of the dead line. It was explained that 
while President Roosevelt’s deadline notice 
was sent to the Rural Electricfication Ad- 
ministration along with other agencies, the 


- President himself later intimated that he did 


not intend to apply the order literally to the 
Rural Electrification Administration. 

The first allotments for rural electrification 
were expected to be made late in September. 


Federal Commissions Study 
Holding Company Law 


HE Securities and Exchange Commission 

has been studying rules and regulations to 
govern the filing of notifications of registra- 
tion, fixed by the holding company act, to 
be submitted between October Ist and De- 
cember Ist. The formulation of these rules 
involves consideration particularly of the 
definitions of electric utility company, gas 
utility company, holding company, and sub- 
sidiary company. Until rules have been 
adopted, the commission did not want any 
companies to file notifications of registration 
or ask for rulings regarding their status. 

That such rules would probably be some- 
what detailed was indicated by the first order 
issued by the commission. This order tem- 
porarily exempts “affiliates” from § 9 (a) 
(2), which makes unlawful the acquisition, 
without approval of the commission, of util- 
ity securities under various circumstances. 
The commission considers that it is required 
to call for extensive information in the case 
of ng for approval of acquisitions. 
The forms to be used for such applications 
were expected to be comparable in the matter 
of detail to those used for registration under 
the Securities Act of 1935. 

The Federal Power Commission had under 
consideration rules and regulations applying 
to applications of executives desiring to serve 
as officers or directors of more than one util- 
ity, or of a utility and an interested bank or 
equipment company. The prohibition of such 
interlocking directorates, without commission 
approval, is effective February 26, 1936, un- 
der the new public utilities act. It was 
expected that such forms would also require 
considerable detailed information. 


Ontario Rates Down 


OWNWARD revision of rates to 42 mu- 
nicipalities and a refund of a certain 


percentage to consumers in 9 others on the 
Georgian Bay system, has been recommended 
by the Ontario Hydro Electric Power Com- 
mission. 

The new schedule of rates to be put into 
effect will bring an estimated reduction 
through the monthly bill of approximately 
$33,000 for the year and an additional sum 
of a like amount will be handed back to the 
consumers of the 9 municipalities. There 
will be an additional $10,000 handed back to 
the municipalities in cash, the total benefit 
being more than $76,000. 


National Electric Rate 
Reductions 


AS annual saving of $60,000,000 to custom- 
ers of private and municipal electric 
utilities in reduced rates was reported last 
month by the Federal Power Commission. 
The estimate includes savings of $47,460,588 
through reductions made in the fiscal year 
ending June 30, 1935. 

Basil Manly, vice chairman in charge of 
the commission’s electric rate survey, ex- 
plained that announcements by 12 companies 
since July lst would add $13,000,000 to the 
total. The reductions in the last fiscal year, 
when the survey was begun, brought a saving 
of $45,260,447 to customers of private utili- 
ties and $2,200,141 to those served by mu- 
nicipal plants. The figures were based on 
reports from 1,925 of the 3,200 utilities in the 
nation, covering more than 90 per cent of the 
total electric energy sold. 

Of the 1,010 reporting private companies, 
480 cut rates, compared to 270 of the 915 
municipal plants. The reductions, based on 
1933 revenues, averaged 5.86 per cent by mu- 
nicipal and 3.48 per cent by private companies. 

Middle Atlantic States led with reductions 
of $15,105,391; East North Central, $8,997,- 
366; South Atlantic, $6,487,388; New Eng- 
land, $5,704,332; West South Central, $3,- 
165,555; Pacific $2,740,294; West North Cen- 
tral, $2,750,902; East South Central, $1,268,- 
965, and Mountain, $828,455. 

Bernard F. Weadock, vice president and 
managing director of the Edison Electric 
Institute, following publication of the Federal 
Power Commission figures, issued a state- 
merit calling attention to the fact that the 
electric rate reductions reviewed have 
occurring over a period of years under the 
present system of state commission regula- 
tion, which does not include Federal inter- 
ference. 

Mr. Weadock stated that he was afraid, 
however, that the splendid record of rate 
reductions could not be continued in view of 
the burdens placed upon the industry by the 
Federal Public Utilities Act of 1935. 
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Alabama 


City to Get Waterworks 


HE last obstacle in the way of Birming- 

ham’s proposed $6,000,000 industrial wa- 
ter system was believed removed when Gov- 
ernor Graves authorized Orville Rush, his 
personal representative at Washington, to af- 
fix his signature to a pledge to complete the 
project by July 1, 1936. 

This action by the governor cleared the 
way for favorable action by the PWA and a 
Federal loan-grant. 

The governor’s announcement was made at 
Montgomery after conferring with Rush by 
telephone and was to meet the government’s 
insistence that the project be completed by 
the end of the Federal fiscal year. 

“We have agreed to start work in thirty 
days after final approval and work three 
shifts to complete it within the desired time,” 
Governor Graves said. “I have authorized 
Rush to sign my name to the modified applica- 
tion and I understand Birmingham city com- 
missioners have done the same thing.” 


Rural Lines Extended 


ie connection with his company’s rural 
electrification program, T. W. Martin, 
president of Alabama Power Company, early 
in September made the following statement: 

“On May 22nd, last, we filed with Morris 


Llewellyn Cooke, rural electrification admin- 
istrator, Washington, application for approxi- 
mately $1,400,000 with which to construct 
miles of rural lines in Alabama. This appli- 
cation is still pending. 

“Meanwhile the company has begun con- 
struction of approximately 400 miles of these 
lines at an estimated cost of $555,000, located 
in 37 counties in the state, and they should 
be completed within a period of seven to nine 
months. The company is now serving rural 
customers in every county in the state except 
two, and the present construction is merely an 
extension of the program on which the com- 
pany has been engaged in its effort over the 
past fifteen years to extend electric service to 
rural areas of the state.” 


Rate Parley Fails 


| fprereegy seeking a settlement of the 
state’s fight to obtain a 40 per cent 
reduction in Alabama telephone rates were 
ended when Governor Bibb Graves told rep- 
resentatives of the Southern Bell Telephone 
& Telegraph Company that the “war is on!” 

After two hours’ effort to reach a settle- 
ment had failed, Graves declared that a sat- 
isfactory compromise was hopeless. 

Hearings on the state’s complaint were ac- 
cordingly resumed before the Alabama Pub- 
lic Service Commission. 


Arizona 


Electric Rates Cut 


ee light consumers in Florence, Casa 
Grande, Coolidge, Bisbee, and Douglas 
will get rate reductions ranging up to 2 cents 
per kilowatt hour. The change in rates or- 
dered by the Arizona Corporation Commis- 
sion is effective from September Ist. These 


towns are served by the Arizona Edison Com- 
pany and the reduction is in line with a pro- 
gram to make reductions in various towns of 
the state. 

All classes of rates in Casa Grande, 
Coolidge, and Florence are affected in the 
order. A combination rate also was added in 
these three towns. 


Arkansas 


Two Rural Lines Licensed 


PRELIMINARY certificate of convenience 

and necessity was granted by the state 
utilities commission to the Izard County Fed- 
eral Rural Electrification Project No. 1 and 
the Searcy County Federal Rural Electrifica- 
tion Project No. 1, which have applied to the 
Federal Rural Electrification Authority for 
funds to construct transmission lines in the 
two counties. Final authority will be granted 


when Federal funds are made available, 
Chairman P. A. Lasley said. 


City Seeks Plant Permit 


T= city of Paragould has applied to the 
Arkansas Department of Public Utilities 
for a certificate of convenience and necessity 
to clear the way for sale of $110,000 in bonds 
to the Public Works Administration for build- 
ing and equipping a municipal power plant 
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and distribution system. The proposed mu- 
nicipal plant, which has been the subject of 
a considerable amount of litigation, is still be- 
fore the District of Columbia Supreme Court 


in a suit filed by the Arkansas Utilities Com- 

pany to restrain Secretary Ickes from com- 

age an approved $200,000 loan-grant to 
e city. 


California 


Plant Issue Voted 


Ve G. M. Steele of Lodi announced on 
September 12th the $466,000 bond issue 
for a municipal hydroelectric plant, voted up- 
on in a special election, had been approved 
by 15 per cent more than the required two- 
thirds majority. 

The plant is to be built on the Mokelumne 
river and one third of the cost of labor and 
materials—$150,000—already has been allocat- 
ed to the project by the PWA, the mayor 


said. : 

Lodi already owns its power distribution 
system and has been buying its power from 
the Pacific Gas and Electric Company. 


District Plant Free to Dicker 
for Loan 


| gerne irrigation district may continue 
negotiations for a projected $12,000,000 
loan from the government for construction 
of a power plant under terms of an order 
signed by Federal Judge Harry A. Hollzer. 


Execution of the loan, however, even 
though approved by the Federal government 
must await a final ruling in the suit of the 
Nev-Cal Electric Securities Company to re- 
strain the district from engaging in the pow- 
er business. 

The Nev-Cal Company recently obtained a 
temporary restraining order to prevent the 
district from proceeding with the work pend- 
ing a ruling by the courts on their contention 
the district’s charter would not permit it to 
engage in the power business. 


Truck Regulation 


Fo further stabilization of the transporta- 
tion industry, approximately 13,000 truck 
operators came under the jurisdiction of the 
state railroad commission last month, under 
terms of the act passed at the last legislature. 
It assumed control over all motor carriers 
operating for hire. 

Enforcement of the act will be vested in the 
newly created transportation department of 
the commission which will be in charge of 
Warren K. Brown, it was announced recently. 

Under the law the duty is placed upon the 
railroad commission of establishing minimum 
or maximum rates or minimum and maximum 


rates to govern common carriers as now op- 
erating, or radial highway common carriers, 
highway contract carriers, and city carriers as 
set in the new law. 


City Studies Utility Plans 


Dew was expressed at the San Francisco 
- city hall last month that any very defi- 
nite steps would be taken this year to put 
San Francisco into the power distribution 
business unless the Federal government is 
prepared to contribute substantially to the cost 
of the proposed new utility. 

In other words, following two meetings of 
the board of supervisors and one of its special 
power committee on the subject, the thought 
was growing that Secretary of Interior Ickes, 
who ruled the Hetch Hetchy-Pacific Gas and 
Electric contract illegal, would have diffi- 
culty in forcing the city into municipal power 
distribution, but might lure it. 

The effort of the board to cope with the 
problem raised by the secretary’s ruling was 
said by the San Francisco Chronicle to be up- 
permost in the minds of supervisors and a 
number of other city officials as the power 
committee prepared to confer with executives 
of the Pacific Gas and Electric Company. 


State Protests Power Plan 


OVERNOR Johnson of Colorado last month 

telegraphed a strong protest to Harry L. 
Hopkins, Federal Relief Director, and In- 
terior Secretary Ickes against an allocation of 
Federal public works funds for the construc- 
tion of the Pilot Knob power plant on the All- 
American canal in California. 

The governor told the Washington officials 
that he understands an application of the Im- 
perial Irrigation District of California for 
PWA funds to construct the power project is 
under consideration by the allotment board. 
He described the proposal as being “inimical 
to the interests of the upper basin states.” 

“This development would have the effect 
of using a large quantity of water which 
could not be reused in the Colorado river 
basin in the United States, but would be avail- 
able for use in Mexico and therefore provide 
basis for asserting future claims to such wa- 
ters by Mexico by virtue of prior beneficial 
use,” Governor Johnson’s message to Hopkins 
and Ickes asserted. 
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State Engineer M. C. Hinderlider, who 
presented the problem to the governor, said 
he has been informed that a similar protest 


has been sent to Washington by the governor 
of Utah and that like action is contemplated 


by Wyoming and Arizona state officials. 


Indiana 


Controversy on Gas Works Lease 


) by: than two weeks after the newly organ- 
ized municipal utilities district had taken 
over the holdings of the Citizens Gas Compa- 
ny, which serves the city of Indianapolis, it 
became apparent that litigation would be 
likely over a controversy between the dis- 
trict and the Indianapolis Gas Company. 
Prior to the acquisition by the district, its 
predecessor, the Citizens Gas Company, had 
operated certain mains and other properties 
of the Indianapolis Gas Company under a 
99-year lease. The arrangement had been 
made between the two companies in order to 
avoid the waste that would result from com- 
petitive operations within the same city. 
When the municipal utilities district took 
over the Citizens Gas Company’s holdings, 
however, it refused to pay any further funds 
to the Indianapolis Company under the terms 
of the old lease. Instead, the district ten- 
dered a check to the Indianapolis Gas Com- 


pany with the understanding that its ac- 
ceptance would be an acceptance of the lease 
for a period of only six months. The pay- 
ment was the same as the regular payment 
that was called for by the old lease. The 
Indianapolis Gas Company returned, without 
comment, to the utilities district, its check 
which indicated that it refused to accept the 
proviso that the utilities district had attached 
to it. 

In addition to the threatened court litiga- 
tion over the validity of the lease, it was 
rumored that the Indianapolis Gas Company 
might take back its own property and resume 
the marketing of gas within the city in com- 
petition with the municipal gas system. The 
Indianapolis Gas Company has not operated 
its own system since 1913, although it has 
an unlimited charter to market gas in that 
city. Resumption of marketing, however, 
would break the lease and would deprive the 
company of the annual revenue paid for 
twenty-two years by the Citizens Gas Co. 


Kansas 


Work Hours Regulated 


URSUANT to the authority in it vested by 

the Revised Statutes of Kansas of 1923, 
and the supplements thereto, the Commission 
of Labor and Industry of the state of Kansas 
recently ordered that: 

Eight hours shall constitute a basic day and 
six days shall constitute a basic week for all 
women and minor telephone operators. No 
employer, firm, or corporation shall employ 
or permit any woman or minor to work in 
any telephone exchange or telephone office 


in the state of Kansas for more than eight 
hours per day and forty-eight hours per week. 

Operators other than night operators shall 
perform the day’s work in two shifts or 
“tours,” one of which shall not exceed five 
hours’ duration. Operators regularly employed 
after 10:30 p. m. shall be considered night 
operators. 

Rest and sleep time for night operators 
shall not be considered work time. The total 
time, plus rest and sleep time, of night op- 
erators shall be performed within twelve con- 
secutive hours. 


Kentucky 


Mayor Seeks City Power 


UTHORITY to request immediate extension 
of TVA power lines to Scottsville was 
asked of the city council by Mayor Rory O. 
Huntsman. He called a special session to 
consider steps for obtaining a reduction in 
electric current rates charged by the Ken- 
tucky-Tennessee Light and Power Company, 


of Bowling Green for service in that city. 

Mayor Huntsman said he had been “worn 
threadbare” in discussions with company offi- 
cials since February. He claims the city is 
entitled to the same rate as Glasgow, Frank- 
lin, and Galatin, Tenn., which, he said, is just 
half of that charged in Scottsville. The latter 
two are served by the Kentucky-Tennessee 
Company. 
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Rate Compromise 


HE city council of Winchester, by a vote 
of 3 to 2, angeenes a compromise +“ 
of the Central tucky Natural Gas Com- 


pany involving rates, a franchise, and return 
of impounded funds. 

The action was expected to end a contro- 
versy which has lasted eight years, it is 
reported. 


Massachusetts 


Rate Survey Lags 


Ht much heralded investigation into the 
feasibility of establishing statewide sliding 
scales for electric light service got under way 
with a seeming minimum of public interest. 
Representatives of the Boston Chamber of 


Commerce, the Associated Industries of 
Massachusetts, and every mayor in the state 
had been invited to attend but of these the 
only individual to appear was Dr. George H. 
Newell, mayor of eaten who came, he 
explained, to obtain information and not to 
impart it. 


Minnesota 


St. Paul Gets Gas Bid 


AY ordinance providing for first introduc- 
tion of natural gas service into St. Paul 
was placed before the city council by its 
utilities committee. 

The service, under the plan outlined in the 
ordinance, will go to the Ford plant on the 
Mississippi river to replace coal and oil fuel 
used there. 

No residence or general commercial service 
is planned. 

The ordinance will provide for payment of 
$3,500 a year to the city for rental of park 
property which must be crossed by the pipe 
line, but the company will not pay the usual 
5 per cent gross earnings tax. The $3,500 
fee, however, is calculated on the basis of past 
fuel demands of the Ford plant, according to 
Edwin F. Jones, city utilities engineer, and 
will equal the gross earnings tax that would 
be paid. 

An application by the Northern Natural 
Gas Company, which has a pipe line serving 
South St. Paul, Minneapolis, and a dozen 
cities and towns in southern Minnesota, is be- 
fore the War Department for permission to 


carry two 10-inch pipe lines across the 
i river 4,800 feet south of the Ford 
plant. 


Rural Power Urged 


| prong =n should make some such, slogan 
as “an electric washing machine for 
every farm home” come true, Governor Olson 
said at a meeting of codperative association 
leaders at the state office building as he urged 
unified effort on behalf of the rural electrifica- 
tion movement. 

The Federal government by providing for 
loans has made possible the establishment of 
rural electrification units and Minnesota should 
take full advantage of the opportunity by the 
organization of codperative electric and power 
organizations, Governor Olson said. 

Codperative leaders suggested creation of a 
state power authority to codrdinate activity 
as is done through the TVA and selection of 
such a group will be considered at a later 
meeting. The governor would be ex officio 
chairman of the state committee, according to 
present plans. 


Mississippi 
Town Holds TVA Féte 


Ey power was heralded as the tonic that 
cured Okolona’s depression in a triple 


TVA, homecoming, Labor Day celebration at 
Okolona, Miss., that followed receipt of the 
first lowered electric bills after thirty days 
of TVA service. 


More than 4,000 celebrants, including citi- 
zens of Okolona, Chickasaw county, and near- 
by communities, and. hundreds of former resi- 
dents of the vicinity, heard local and state 
officials expound the many benefits of the TVA 
connection, and TVA executives explain the 
purposes, aim, and progress of their organiza- 
tion. 
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Montana 


Water Rates Reduced 


HE Montana Railroad and Public Service 
Commission has decided the rate case in- 
volving the Missoula Water Company, and 
made an order “that the company file with 
the board a revised schedule of rates reducing 
them all by 20 per cent,” and do so by Sep- 
tember 25th for the approval of the commis- 
sion. The new rates were effective on Sep- 
tember Ist, this year. 
Railroad Commissioner Leonard C. Young 


also announced that the railroad commission 
has ordered 12 electric and gas utility com- 
panies to show cause at various dates in the 
immedate future, why their rates should not 
be reduced. 

The Consumers Gas Company of Sweet- 
grass has been ordered to show cause at that 
place October 9th, and a pipe-line company 
that serves Havre and Chinook, operated by 
E. B. Coolidge, chairman of the state relief 
say gaa to show cause at Helena Novem- 

r 


* 
Nebraska 


Tri-county Friends Hopeful 


ACKERS of Nebraska’s 20 million dollar tri- 
county power and irrigation project anx- 
iously awaited authoritative word as to their 
chances for Federal funds, but said they saw 
no bar in new presidential regulations. The 
major new requirement listed by the Presi- 
dent which might have affected the project’s 
chances was the limit of $850 per man year 
cost on public works administration projects. 
R. O. Canaday, secretary of the central Ne- 
braska public power and irrigation district, 
said the project had its costs down to a 
per man year figure. “Our biggest 
worry is delay,” he said. “We've lost two 
weeks already, waiting here, and time is im- 
portant if we are to get the project under 
way to comply with the President’s regula- 
tions.” 

Representative C. G. Binderup of Minden, 
likewise saw no new difficulty to the huge 
projects’ chances in the President’s newest 
regulations, outlined at Hyde Park. He not- 
ed, however, that if the PWA fund is limited, 
it would force a selection of projects. He 
hoped the support apparently being given the 
Nebraska projects by Secretary Ickes would 


remove any danger of the tri-county being 
eliminated if it comes to the point of picking 
and choosing from among qualified projects. 


Telephone Depreciation Case 


A —- of the right of Nebraska’s state 
railway commission to fix depreciation 
rates on property of telephone companies was 
ane before the U. S. Supreme Court at 

ashington, D. C. 

The Northwestern Bell Telephone Compa- 
ny asked the high tribunal to review the de- 
cision of the Nebraska Supreme Court sus- 
taining the railway commission’s order reduc- 
ing the company’s depreciation rate from 
nearly 5 per cent to 34 per cent for 1934. 

The company contended the rate was con- 
fiscatory and discriminatory. It also chal- 
lenged the right of the Nebraska commission 
to make the order, asserting it violated the 
Federal interstate commerce act and an order 
of the Interstate Commerce Commission pre- 
scribing a uniform system of accounts for 
telephone companies. The Nebraska court, 
however, ruled against the company and sus- 
tained the commission. 


New York 


Court Test on Referendum 


PB page of the Consolidated Gas Compa- 
ny, which controls electric utilities serv- 
ing in New York city, to contest the validity 
of the municipal power plant referendum law 
recently passed by the municipal assembly, to 
be voted on November 8th, caused some sur- 
prise in metropolitan circles late last month. 

Joseph M. Proskauer, counsel for the com- 
pany, explained that the state law under 
which the referendum was drawn provided 


that the proposition itself should contain the 
details of the financing of any proposed mu- 
nicipal plant, so that the voters might know 
what they were voting for. Mr. Proskauer 
contends that the proposed referendum does 
not meet the requirements of this statute and 
might confuse and mislead the voters into 
taking action that they would not take if 
properly informed. 

Mayor La Guardia, on the other hand, as- 
sailed the action of the company in seeking 
to have the courts prevent a referendum on 
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the construction of his so-called “yardstick” 
power plant. He declared that the company 
was afraid of the verdict of the people. 


Merger under New Law Sought 


HREE New York state corporations, the 

Elmira Light, Heat and Power, the Em- 
pire Gas and Electric, and the New York 
Central Electric companies, have applied to 
the Federal Power Commission for authority 
to sell their franchises and all properties to 
the New York State Electric and Gas Cor- 
poration, which joins in each application. All 
four are subsidiaries of the Associated Gas 
and Electric System. The applications are 
made under § 203A of the Federal Power Act, 
approved August 26th as Title II of the Pub- 
lic Utility Act of 1935. 

The applicant companies operate in New 
York state, but one or more have been en- 
gaged in the sale or purchase of power at 
state lines directly or indirectly from com- 
panies operating in Vermont, Massachusetts, 
Connecticut, or Pennsylvania, and in Ontario, 
Canada, thus coming under the Interstate 
Commerce provisions of the power act. 

Two other subsidiaries of Associated Gas 
and Electric have filed similar applications 
with the Federal Power Commission. A few 
days after the new act became effective, the 
Northern Pennsylvania Power Company, op- 
erating in Pennsylvania and New York, asked 
authority to sell to the Metropolitan Edison 
Company of Pennsylvania. This application 
is pending. 

The new applications set forth that the 


utilities mamed are affiliated and for some 
time have been under the same management; 
that they operate in contiguous territory, that 
the public interest will be better served by 
the mergers, and that financing of improve- 
ments and betterments will be facilitated. 


Village Delinquent Consumer 


| pore thousand residents in the unincorpo- 
rated village of Nedrow and vicinity last 
month found themselves without running wa- 
ter because the municipality of Syracuse shut 
its water mains at the southern city limits to 
prove it meant business when it announced 
a water bill of $2,050 must be paid, or else. 

These developments followed: 

Rockwell Union School in the village was 
closed, sending 300 pupils home. 

Wells and springs, many of them not used 
in years, were being tapped by villagers who 
had looked upon the threat as a jest. 

Others, more foresighted, looked upon wa- 
ter laid aside in tubs and other containers. 

The New York district health officer, Philip 
Rafle, warned all persons in the area to boil 
“strange water.” 

Justice of Peace Irving Harrington, town 
board member, said “an unusual health and 
fire menace has arisen,” and that while in his 
opinion “the action of the city borders on a 
criminal offense,” no public meeting, appeal 
to the courts or to the state was contemplated. 

Board members said the town’s coffers 
simply did not contain the money the city 
has been demanding for a year. 


North Carolina 


Phone Tax Fight Lost 


HE request of the Southern Bell Tele- 

phone and Telegraph Company for reduc- 
tion of its $12,000,000 tax valuation has been 
turned down by the North Carolina State 
Board of Assessment. 

The company, shortly before arguing that 
$12,000,000 was too high a valuation for taxes, 
contended to the state utilities commission 
that a fair valuation on all its property in 
North Carolina was $22,715,414 for rate-mak- 
ing purposes, and the board took this into 
consideration when declining the petition. 


Power Rate Reduced 


itary of approximately $35,000 annually 
to 15 municipalities buying current for re- 
distribution to retail customers have been 
made possible by a power rate reduction by 
the Carolina Power and Light Company, the 
state utilities commission has announced. 
Among the towns affected by the order are 


Wake Forest and Apex in Wake county, and 
Clayton, Selma, and Smithfield in Johnston 
county. 


Rural Power Plans 


HE North Carolina Rural Electrification 

Authority last month went forward with 
plans for a complete check on possible rural 
power projects in each of the state’s 100 
counties after Chairman Dudley Bagley was 
assured in Washington, D. C., that funds for 
further survey work would be available. 

Mr. Bagley said Morris L. Cooke, head of 
the Federal REA, had reinstated a survey 
allotment of Works Progress Administration 
funds of around $6,500, and though Cooke 
did not say how many counties the surveys 
would be carried forward in he felt the funds 
would finance the check in around 20 remain- 
ing to be surveyed. The Federal official was 
quoted by Mr. Bagley as offering “some very 
helpful and valuable advice on how we can 
get some of our projects started immediately.” 
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North Dakota 


Coal Miners Oppose Pipe Lines 


orTH Dakota lignite operators last month 

demanded that Governor Welford and 
members of the industrial commission with- 
draw their application to the public works 
administration for creation of a state-owned 
natural gas pipe line. 

The demand was made through E. M. 
Hendricks, president of the North Dakota 
Lignite Operators Association, and copies al- 
so were sent Secretary of Interior Ickes and 


H. C. Knudsen, acting state waite ee 
administration director, before whom 
plication for a loan and grant of $4,490, 90.180 
is ing. 
Stating he was acting in behalf of the lig- 
nite coal industry, Hendricks asserted the 
proposed project would be illegal without 
legislative sanction, that thousands of lignite 
workers and trainmen would be permanently 
thrown out of work if carried out, and that 
it is “most unfair and unjust” for the state 
to “sponsor a foreign competitive fuel.” 


Oklahoma 


Referendum Postponed 


HE proposed constitutional amendment to 
authorize cities to issue utility revenue 
bonds without vote of the people was eliminat- 
ed from the September 24th special election 


picture, when William Cullen Bryant, spon- 
sor of the initiative petition, asked for and 
received a continuance until October 14th. 
Secretary of State Frank C. Carter was about 
to pass on the sufficiency of the petition when 
Bryant asked for the continuance. 


Pennsylvania 


City to Vote Plant Bonds 


Sky city council of New Castle has voted 
in favor of a referendum next November 
on a proposed $1,500,000 bond issue for a 
municipal lighting plant. 


Protests Bus Fares 


N™ action against the 25-cent bus fare 
of the Pittsburgh Motor Coach Com- 
pany through a combined move of the city 
and the public service commission has been 
recommended to Mayor McNair by Special 
Assistant City Solicitor William F. Beatty, 
it is reported. 

He urged that a rate case be filed against 
the company and that city council appoint one 
or more of its members to sit with the com- 
mission at the hearing, under the authority 
of an act of 1915 giving the haste power to 
regulate motor busses. 


Utility Sale Approved 


HE public service commission has ap- 

proved the sale of the Mohnsville Water 
Company to the Shillington Water Company 
at a price of $287,500. The Mohnsville Com- 
pany serves Shillington, Mohnton, and a part 
of Lincoln Park, by agreement with the 
Sinking Springs Water Company and Cumru 
township. The application said the cost of 
the plant will be financed by bond issue. 


Corporate Simplification 


| meee to eliminate ten companies from the 
corporate structure of the United Gas Im- 
provement in an effort at corporate simplifica- 
tion were said to be under study by officials 
of that: holding corporation. It was pointed 
out that the policy was not a new one, but 
that more than fifty such companies had been 
eliminated in the last five years. 


South Carolina 


Santee-Cooper Constitutional 


Ces of the proposed Santee- 
hydroelectric and navigation 


Cooper 


a described as a “littlhe TVA,” was 
d September 10th in a decision "of the 

yee Carolina Supreme Court. 
The opinion was handed down after argu- 
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ments on the constitutionality of a legislative 
act of 1934 authorizing the project, and setting 
up a semiofficial agency to handle it, were 
heard at a special term of court September 
4th 


The case was given precedence because of 
a Public Works Administration deadline on 
allotments September 12th. An application 
for $37,500,000 in PWA funds already has 
been filed and approved by President Roose- 
_ velt but not by the PWA Allotment Board. 


Santee-Cooper May Drain 
Funds from Other Projects 


Ww the emergency allotment board 
in Washington scheduled to consider 
PWA applications and decide the number that 
will be approved, a big question looms in 
South Carolina concerning the outcome of the 
board’s decision. 

President Roosevelt has announced that he 
would approve $200,000,000 in grants for the 
Public Works Administration. Officials be- 
lieve that the allotment board will approve a 
blanket allotment for the Public Works Ad- 
ministration. 

Whether the allotment which the board will 
give South Carolina will include the Santee- 
Cooper project is yet a question. 

It is understood that this state will receive 
about $10,000,000 or $12,000,000 according to 
the plans now under way. The Santee-Cooper 
project, which has been approved, will re- 


ceive about $16,000,000 in a grant from the 
new fund. Will this affect South Carolina’s 
other projects? That’s the question that is 
going the rounds, according to The Columbia 
Record. 

South Carolina submitted 205 applications 
amounting to a total of $44,000,000, but after 
the President changed the plans of 
relief, the state will get about one fifth of this 
amount. Should the allotment board give the 
state a blanket allotment, and include the 
Santee-Cooper project in the state’s allotment, 
other projects in the state would be unable 
to receive the requested grants. 


Utility Study Ordered 


HE electrical utilities division of the South 

Carolina Public Service Commission has 
been instructed by the commission to com- 
plete its investigations of the South Carolina 
Power Company of Charleston prior to Octo- 
ber 15th so that the commission might deter- 
mine whether or not an adjustment of the 
South Carolina Company’s rate schedule 
should be made. 

B. J. Pearman, chairman of the commission, 
said that inventories of the property of the 
company have been completed by the engi- 
neering staff of the division and that present 
rates are being tested upon the basis of the 
reproduction cost of the property. 

Other studies dealing with the power com- 
pany’s assets and liabilities are being’ made 
and will be completed shortly. 


Tennessee 


Knoxville Purchase Lingers 


T= Tennessee Public Service Company 
recently offered to consider any definite 
and detailed proposal of the city of Knoxville 
to buy its entire upper East Tennessee power 
system. 

At the same time, the city asked the power 
company to set a price on the system. As a 
result, interested persons believed the city- 
Tennessee Public Service power matter had 
reached another of the many impasses which 
have marked the last two years. 

The episode grew out of congressional ac- 
tion which recently amended the TVA act 
to allow the Authority to lend money to gov- 
ernmental subdivisions to purchase power 
systems. It had been pointed out that the 
city might take advantage of this amendment 
and end its tiresome power battle. 

Meanwhile, city officials on numerous oc- 
casions have expressed the belief that resump- 


tion of work on a new system is impossible for 
several months yet. Chancellor 

Mitchell ruled an injunction must remain in 
effect which restrains the city from using a 
PWA loan-grant or other Federal funds to 
build the already started municipal system. 
An appeal is pending. 


TVA Equips Dam 


| o~— that Norris dam is rapidly near- 
ing completion was seen recently in the 
letting of a contract by the Tennessee Valley 
Authority for circuit-breaker equipment 
valued at $130,281. 

The equipment, consisting of seven 115-kilo- 
volt outdoor oil circuit breakers with acces- 
sories, was to be installed immediately at the 
power house, now under construction on the 
Clinch river at the base of the dam, it is re- 
ported. 
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Texas 


Brazos Plan in Doubt 


HE proposed $30,500,000 flood control pro- 

gram on the Brazos river in Texas was 
among those that bogged down in the uncer- 
tainty over how the administration’s works 
program will be administered. 

After a long conference with several 
Texans, Senator Morris Sheppard announced 
simply: “We'll just have to wait and see 
what becomes of it.” He explained that al- 


though the application for a loan and gout 
for the project is now with the Works Prog- 
ress Administration, some doubt seemed to 
‘exist whether WPA would keep it or whether 
the Public Works Administration might de- 
cide the project came under its jurisdiction. 

Sheppard said a final decision in the matter 
would have to come from a joint committee 
of representatives of both agencies which had 
sole power to place the project in either after 
studying it on its merits. 


Utah 


City Opposes Utility Tax 


ee for the city of Logan and for 
the state tax commission submitted their 
arguments to the state supreme court last 
month at the capitol in the case of the tax 
commission against the city of Logan involv- 
ing $2,000 in sales tax, interest, and penalty. 


The case involves the principle of whether the 
state tax commission can tax the power sold 
by municipal power plants. The first district 
court already has decided that the state tax 
commission cannot tax Logan city power 
sales, and the tax commission has appealed 
from this decision to the supreme court of 
the state. 


Washington 


task of building and operating the Grand 
Coulee power and irrigation project. 

The consensus of the group was that the 
Bonneville project on the lower Columbia 
should continue under the direction of the 


Columbia River Authority 
Opposed 


EPRESENTATIVES of cities of the Columbia 
basin area agreed September 7th at a 
Pacific northwest regional planning council 
conference in Spokane, Wash., to present a 
united front against creation of any “author- 
ity” to take from the Reclamation Bureau the 


War Department. The conferences also in- 
dicated the belief all proposed dams in the 
lower river, and any on the Snake, for naviga- 
tion and flood control, should also be under 
the War Department. 


Wisconsin 


Power District Formed 


N a document that for the first time inter- 

preted the 1931 municipal power district 
law, the state public service commission re- 
cently approved the first municipal power 
district in Wisconsin, consisting of 17 towns 
and 4 villages in the counties of Polk and 
Burnett. 

Villages are Centuria, Frederic, Grantsburg, 
and Osceola. Towns are Anderson, Balsam 
Lake, Clam Falls, Daniels, Eureka, Farming- 


ton, Grantsburg, Laketown, Meenon, Mill- 
town, Osceola, Siren, Sterling, St. Croix 
Falls, Trade Lake, West Sweden, and Wood 


ver. 

When 7 of the 28 municipalities proposed to 
be included in the district voted against be- 
coming a part of the district at a referendum 
August 27th, the commission was required to 
file its approval or disapproval of the smaller 
district, consisting of 21 municipalities, with- 
in ten days after getting the result of the 
county canvassing board vote tabulation. 
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Reliance on Commission’s Approval of Security Issues 


5 Pennsylvania commission, op- 
erating under a recently enacted 
law giving it jurisdiction over the issu- 
ance of securities, believes that in view 
of the fact that securities issued prior 
to July 1, 1933, were not investigated 
or approved by the commission, that 
body owes it to the investors who would 
purchase new securities issued for re- 
funding to inquire into the refunding 
issue as thoroughly as if it constituted 
new financing. 

The commission also held that pres- 
ent-day values should not be used as 
a measure of capitalization, first, be- 
cause of the length of time required 
to find such value, and second, because 
such value is unstable, inasmuch as un- 
der the currently accepted rate-making 
formula, rate bases are in constant flux. 

The commission required that an ap- 
plicant for authority to issue securities 
should take the necessary steps to deter- 
mine (1) the original or historical cost 
new of the property installed by the 
present company, and (2) the original 
or historical cost new, less an allowance 


for depreciation to time of acquisition, 
of property acquired in a used condi- 
tion. The commission explained its ac- 
tion as follows: 


The commission’s insistence upon figures 
as to original cost or lacking that, an en- 
gineering estimate of such original cost, 
of utility property for measurement against 
bond issues, is predicated upon the fact that 
many investors, in buying Pennsylvania 
utility securities, rely upon this commis- 
sion’s approval as being indicative of its 
judgment, after full investigation, that these 
securities are sound, and proper for invest- 
ment purposes, and this despite the fact 
that under the provisions of The Public 
Service Company Law, such approval can- 
not be construed to imply any guaranty on 
the part of the commonwealth as to such 
securities. For example, the laws of some 
states provide that only those utility securi- 
ties approved by a public service commis- 
sion or similar regulatory body may be 
purchased by fiduciary institutions. It is 
to the public service companies’ advantage 
that investors take this attitude for it per- 
mits of the flotation of securities at higher 
prices than could be obtained under other 
circumstances. 


Re Metropolitan Edison Company (Se- 
curities Docket No. 114). 


Capitalization Must Relate to Value 


ce supreme court of New Hamp- 
shire announced its views concern- 
ing commission approval of security is- 
sues in a case where the commission re- 
ferred certain doubtful questions to the 
supreme court for answer, on an appli- 
cation for authority to issue securities. 

Securities had been retired by the 
Derry Electric Company in 1930 in con- 
nection with an attempted foreclosure 
sale. The sale had been held invalid 
because not approved by the commis- 
sion. The attempted sale was to the 
New Hampshire Gas & Electric Com- 


pany. The proceeds, borrowed on open 
account by the purchaser from a hold- 
ing company affiliated with both the 
purchaser and the Derry Electric Com- 
pany, were used to retire the securities 
in substitution of which it was proposed 
that new securities be issued. 

The court held that the question 
whether the proposed issues were con- 
sistent with the public good was for 
the determination of the commission and 
not the court, except upon a review. 
The court further found that under the 
facts the commission would not, as a 
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matter of law, have to conclude that 
the proposal would be for the public 
good. It was said in part: 


The whole transaction, even if not in 
studied defiance of the law, was entirely 
without the cognizance of law of which 
the parties cannot be presumed to have 
been ignorant. There is at least no finding 
of such lack of knowledge, of such good 
faith or inadvertence, of such want of in- 
tent to disregard the authority of the com- 
mission, of facts establishing that the com- 
mission would have approved the financing 
upon timely application, or that it could 
have been done with just regard to all of 
the interest involved, as would be required 
to support a present legal right to refund 
~ existing invalid securities dollar for 
ollar. 


Discussing the purpose and scope of 
the commission’s control of capitaliza- 
tion the court declared that the statute 
contemplates the protection of the in- 
vestor, but without prejudice to rates 
and service, and that property valuation 
enters into the establishment of capital- 


ization as well as of rates and service, 
but independently of their determina- 
tion and without any effect to increase 
rates or to impair service. The opinion 
was expressed that, except in cases 
where the statute otherwise requires, 
it is the plain duty of the commission 
to see to it that capitalization is kept, 
as far as reasonably may be done, in 
agreement with the rate base. 

In connection with the capitalization 
of improvements, the court decided that 
the true value of services rendered to 
the utility company by an affiliated en- 
gineering company would be the amount 
to be capitalized, and the cost to the 
company of the services was to be taken 
as some evidence on the question of 
value. It was said that the actual cost, 
while evidence, is not conclusive. Serv- 
ices rendered, in the opinion of the court, 
should be capitalized in such amount as 
they add fairly to the value of the plant. 
Re Derry Electric Co. 


e 


Depreciation on Sinking-fund Basis for 
Long-lived Properties 


sumers attached in the latter years is, in 
our opinion, improper and discriminatory 


HE Pennsylvania commission, in 
fixing sewerage rates, preferred the 
sinking-fund method to the straight-line 
method for computing both accrued and 
accruing depreciation, although it was 
said that the commission did not con- 
sider the sinking-fund method ideal. 
The commission estimated that the 
life of the property was one hundred 
years, although the life of mains con- 
sidered separately and without consid- 
eration of the probable life of the sys- 
tem might be indefinite. Tables pro- 
duced on the hearing showed that the 
charges for return and depreciation on 
the straight-line basis would decline 
uniformly in the order of five to one; 
that is, 6.94 per cent to 1.36 per cent, 
from the first year to the one-hundredth 
year of the use of the property. The 
commission said: 

Any method charging those consumers 
attached to the system in the early years 
so much more for these two elements of 
cost of service than it charges those con- 


from the ratepayers’ viewpoint, as the char- 
acter of service is the same in both in- 
stances. 


The commission was inclined to use 
the sinking-fund method for the reason 
that from the ratepayers’ viewpoint it 
could not be classed as so severely dis- 
criminatory in this case as the straight- 
line method. 

In connection with its discussion of 
depreciation, the commission pointed 
out that a public utility company is 
entitled to two kinds of return, a re- 
turn om capital or value, and a return 
of capital or value. The provision for 
annual depreciation, declared the com- 
mission, takes care of the return of 
capital or value. 

Concerning the annual depreciation 
charge it was said that this is not a 
measure of the actual consumption of 
plant during the year, since no such 
measure has yet been invented and there 


522 





THE LATEST UTILITY RULINGS 


is nothing in business experience which 
enables one to say to what extent serv- 
ice life will be impaired by the opera- 
tion of a single year or of a series of 
years less than the service life itself. 
The main purpose of the annual charge, 
it was said, is that irrespective of the 
rate of depreciation there shall be pro- 


duced through annual contributions by 
the end of the service life of the de- 
preciable property an amount equal to 
the total net expense of its retirement. 
Public Service Commission of Penn- 
sylvania v. Cheltenham & Abington 
Sewerage Co. (Complaint Docket No. 
10546). 


e 


Breakdown Service Improper under Regular Rates 


| pons pe was made to the Mis- 
souri commission by the Kansas 
City Power & Light Company against 
a customer who, it alleged, was taking 
breakdown service from its lines and 
who, moreover, was illegally interfering 
with registration of current. Permission 
was asked to discontinue service. 

The commission denied authority to 
discontinue service entirely but provid- 
ed that the customer should be required 
to rearrange electric wiring by enclos- 
ing it in metal conduits and by installing 
the necessary metal boxes so that the 
current would be received without any 
possibility of diversion, and that the 
utility company should be authorized to 
apply to the energy delivered one of its 
rate schedules that would take into ac- 
count the size of the demand and the 
amount of energy taken by the custom- 


er. The commission stated in part: 


The defendant has generating plants at 
each of the locations, with several buildings 
connected thereto. If she is permitted to 
use her own generating plants, except when 
they break down, the result is that the com- 
plainant is required to maintain standby 
service of a comparatively large capacity 
but with a possibility of receiving only the 
minimum charge from this customer of $1 
per month for each locality. That is not 
proper compensation. Because of that con- 
dition the complainant should, if the service 
is to continue, apply one of its schedules 
that comprises a two-part rate, that is, a 
demand charge and an energy charge. The 
demand charge will take care of the standby 
feature and compensate the complainant for 
the amount of capacity held in readiness to 
serve the defendant. The energy 
will properly compensate for the amount 
of energy that may be taken. 


Kansas City Power & Light Co. v. 
Cirese (Case No. 8981). 
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Power to Negotiate Not Power to Compel 
Temporary Rate Decrease 


PPLICATIONS were made to the New 
Jersey board for the fixing of a 
temporary rate for water service during 
an investigation of the Commonwealth 
Water Company. Counsel for the com- 
pany stated that his clients were un- 
willing to negotiate on any temporary 
rate which would reduce the rates of 
the company “one single dollar.” The 
board held that it could not compel a 
reduction. 


e 


The power of the board was invoked 
under a law passed this year which 
provides that the board is empowered 
during the pendency of any hearing re- 
lating to rates to “negotiate and agree 
with any public utility for an adjust- 
ment of the individual rates.” The 
board declared that an essential element 
of its jurisdiction was the agreement 
of the utility affected. Town of Irving- 
ton et al. v. Commonwealth Water Co. 
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THE LATEST UTILITY RULINGS 


Intercorporate Contract for Services Disapproved 
by New York Commission 


MENDMENTs to the New York Pub- 

lic Service Law in 1934 provided 

that no management, construction, en- 
gineering, or similar contract with any 
affiliated interest should be effective un- 
less first filed with the commission and 
that compensation for services under a 
contract should not exceed the reason- 
able cost of performance. The com- 
mission has denied the right to file such 
agreements where charges would exceed 
the cost of performing services, on the 
ground that such a contract would be 


illegal and void. The commission con- 
tinued : 


The commission is under no duty or 
obligation to accept for filing an illegal 
contract. Where it appears on the face 
of a contract that a charge is to be made 
under same at an amount other than the 
cost of performing the service to be ren- 
dered, such a contract is illegal and the 
commission should refuse to accept the 
same for filing and has no jurisdiction to 
determine whether such a contract is in 
the public interest. 


Re Supervising Engineers, Inc., et al. 


& 


Municipal Plant Free of Penalties 
for Service Failure 


HE village of Herkimer, New 
York, was sued for penalties under 
provisions of the New York Transpor- 
tation Corporations Law because of re- 
fusal to furnish electric power. The 
appellate division of the supreme court 
held that such a suit could not be main- 
tained. 
Authority to furnish electric power 
in the village was vested in a municipal 


commission, which was obligated to de- 
fend in the name of the village all ac- 
tions relating to generation and distribu- 
tion of electric energy. The court held 
that the municipality did not come with- 
in the statutory classification of an elec- 
tric corporation and that the provisions 
for penalties did not apply. Buell v. 
a of Herkimer, 280 N. Y. Supp. 
253. 
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Suburban Service Defined 


Sh Ohio commission established a 
rule for determining the nature of 
rural and suburban electric service on 
hearing a complaint of the Great Miami 
Valley Taxpayers’ Association against 
the Union Gas & Electric Company. 
The commission established as a 


reasonable rule that where there are 
more than forty services per pole mile 
such service shall be classified as sub- 
urban and that the company shall main- 
tain the customers’ service as such. 
Great Miami Valley Taxpayers’ Asso. 
v. Union Gas & Electric Co. 


eS 
No Wild-cat Taxicabs 


HE Pennsylvania commission, in 
denying authority for the incor- 
poration and operation of a new taxicab 
company in the city of Erie, declared 
that it is not in the public interest for 
the commission to approve the beginning 


of taxicab service by persons who are 
unfamiliar with local conditions and 
who, without any financial risk to them- 
selves, desire to undertake an experi- 
ment in taxicab operation and disrupt 
service which has been satisfactorily 
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PUBLIC UTILITIES FORTNIGHTLY 


furnished by local companies for long 
periods. 

The applicant did not show that it 
could furnish service at the rates pro- 
posed. It did not intend to purchase 
any cars outright, but would buy them 
on the instalment plant. The commis- 
sion said: 


If the operation should prove unprofitable, 
it can return the cars and discontinue the 
service. In the meantime, it would probably 
have ruined the two companies which have 
been furnishing service in Erie for a long 
period of years. 


Red Top Cabs, Inc. (Application Dock- 
et No. 28099). 


Law Violation a Bar to Motor Carrier Operation 


NX interstate company which has per- 
sistently flouted and defied the 
Public Service Company Law and the 
orders of the state commission may be 
refused authority to operate intrastate 
without any inquiry into the question 
whether the proposed service when car- 
ried on by some proper person might 
be advisable and for the public con- 
venience. Such is the ruling of a Penn- 
sylvania superior court in sustaining a 
commission order denying operating au- 
thority. 

The applicants denied the right of the 
commission to rule against them because 
they claimed the alleged violations were 
not transactions by them as common 
carriers but as private carriers and 
hence did not subject them to the regu- 
lation and supervision of the commis- 
sion. 

The court had “no disagreement with 
decisions holding that the same person 
may be engaged in one line of business 
as a common carrier and in another line 


of business as a private carrier” but re- 
fused to extend or apply this ruling to 
the use of the same facilities at the same 
time in both common carrier and private 
carrier transportation. It was shown 
that the applicants, while transporting 
as common carriers, in trucks, in inter- 
state service, had persisted in picking 
up and hauling goods and freight for 
delivery in intrastate service along their 
route, claiming to do so as private car- 
riers. The court declared: 


A common carrier, whether individual or 
corporate, who is transporting goods or 
freight by truck, in interstate commerce, 
cannot at the same time, on the same trip, 
and with the same truck, haul or transport 
goods or freight as a private carrier. A 
truck or van devoted by a common carrier 
to the transportation of goods, freight, etc., 
cannot at the same time and on the same 
journey be used by it for the transportation 
of other goods, freight, etc., as a private 
carrier. 


Hubert et al. v. Public Service Commis- 
sion (Pa. Super. Ct.). 
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Other Important Rulings 


HE Missouri commission, in estab- 

lishing new rates following a test 
under a prior rate order, based its con- 
clusions on figures established in the 
prior decision with adjustments for net 
additions, making no change in allow- 
ances for depreciation and return al- 
though different allowances had been 
made for other companies. It was said 
that the different conditions of different 
companies barred a direct comparison 
of these items. Public Service Com- 


mission v. United Telephone Co. (Case 
No. 8222). 


The North Carolina commission, up- 
on finding that a telephone company 
failed to collect in advance for the cur- 
rent month and allowed from one to 
two months’ rental and toll charges to 
accumulate in arrears, ordered the com- 
pany to collect all monthly rental rates 
during the first ten days of the month. 
Re Telephone Exchange at Albemarle. 
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